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Associate Supreme Court Justice Harry Black-
mun (right) administers the oath of office to
Johnnie M. Walters, Commissioner of Internal
Revenue as Mrs. Walters looks on.

Corporation Statistics Staff
Statistics Division IRS,




Honorable George P, Shultz N
Secretary of the Treasury
Washington, D. C. 20220

Dear Mr. Secretary:

We proudly present to you the Annual Report of the Internal
Revenue Service for fiscal year 1972,

For the first time. receipts surpassed the 8200 billion mark,
reaching a total of $209.9 billion. Collections increased in
almost every category. reflecting the good health of the economy,
the conscientiousness and good citizenship of Americans, and the
dedication of the men and women of the Iniernal Revenue Service.

For this year, in particular. the statistics do not depict
adequately the accomplishments of Service employees, who merit a
"wagll done' not only for effective collection of the Federal
revenues but also for superb execution of their added
responsibilities under the Economic Stabilization Program.

Federal tax administration in the United States., with its low
cost per-dollar-collected, far surpasses the efficiency of revenue
gathering efforts in other countries. Yet, we must not rest on
these laurels. We must continue to seek ways to make our
operations more responsive to the needs of taxpayers so that
voluniary compliance, the backbone of ocur tax system, will reach
even higher levels.

The Service is striving to provide tax assistance, educationm,
and information to all who ask for ii, and to reach out to those
who are unaware of tax law requirements with programs of expanded
service.

In 1972, the Service made substantial progress, and we expect
to report greater accomplishments in 1973.

Singerely,

WMQMM-

Johnnie M. Walters
Commissioner of Internal Revenue

MISSION OF THE SERVICE

The mission of the Service is to encourage and achieve the highest possible degree of valuntary
compliance with the tax laws and regulations and to maintain the highest degree of public confidence
in the efficiency and integrity of the Service. This includes communicating the requirements of the
law to the public, determining the extent of compliance and causes of noncompliance, and doing all

Tremendous Increase in Gross Collections
Over Thirty Year Period (1942-1972)*
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things feasible for a proper administration and enforcement of the law.

THE TAX DOLLAR
WHERE IT CAME FROM

FISCAL YEAR 1972

$2¢ Individual Income Taxes
16¢ Corporation Income Taxes

o Taxes
3¢ Estate and Gitt Taxes

STATISTICAL KIGHLIGHTS
(Amount (thousand doflars))

Gross Collections
tndividual income
Corporation Income
Employment
Estate and Gift

sz

Excise

Refunds:
Number
Amount
Returns Filed
Returns Examined
Number
Tax Increase Recommended
Returns Mathematically Verified:
Number
Amount of Tax Increase
Amount of Tax Decrease

Delinguent Returns Secured:
umber

Amount
Delinquent Accounts Collected

1971 1872
$191,647,198 $209,855,737
$100,752,421 $108,879,186

$30,319,953 $34,925,54
$39,918,650 $43,714,001
$3,784,283 $5,489,989
$16,871,851 $16,847,036
55,916,604 55,154,803
$19,022,568 $18,970,640
111,447,000 112,000,449
1,645,929 1,695,848
$3,408,347 $3,413,133
72,938,000 72,482,000
$313,052 $238,882
$140,235 $118,406
735,000 815,000
$489,359 $452,224
$2,606,838 $2,327,585
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New Dimensions

in Taxpayer Service

As part of the Service's continu-
ing commitment to increase as-
sistance to taxpayers and im-
prove forms and instructions,
Commissioner Walters ordered a
study to determine the feasibility
of reintroducing the short-form
income tax return (Form 1040A).
The study produced a simplified
half-sheet size form for reporting
1972 taxes which can be used by
more than 30 million taxpayers,
or 40 percent of individual in-
come tax filers. The Revenue
Act of 1971 made an abbreviated
form especially practical because
of an increase in the standard
deduction and extension of the
optional tax tables to more tax-
payers, A simplified form also
was desirable because of an in-
creasing public reliance on com-
merical returns preparers, espe-
cially among lower income tax-
payers. .

In 1972, the Service responded to
more than 41 million taxpayers
seeking information and assist-
ance with tax matters, Over 19
million persons telephoned,
about 9 million visited Service
offices, and atmost 300,000 more
wrote. The Service reached 13
million through various educa-
tional programs.

The Service provided prompt tax-
payer assistance through a vari-
ety of methods. Centiphone, a
system of toll-free telephone
lines to Service offices, was
available to taxpayers in 27
states. Nationwide, the Service
gave assistance at shopping cen-
ters, public libraries, at taxmo-
biles stationed at strategic loca-
tions to assist low-income tax-
payers and senfor citizens, and
at military installations, nursing
homes, hospitals and other insti-
tutions, The Service increased
the tempo of its assistance to-
ward the close of the filing period
by adding more employees to the
program and extending office
hours. It helped more than 500,-
000 taxpayers who visited Service
offices during the last six days of
the 1972 filing season.

Taxpayer Education

Aids Millions

This year Service-sponsored tax-
payer education programs helped
more than 13,000,000 taxpayers.

Teaching Taxes, the largest Serv-
ice taxpayer education program,
provided materials and instruc-
tion to 4.1 million students in
23,000 secondary schools. The
Teaching Taxes Program explains
the tax system and teaches stu-
dents to prepare accurate tax
returns.

Tax practitioner institute pro-
grams dealing with tax situations
of farmers, military personnel
and the general public provided
training to 54,000 participants
who in turn assisted nearly
8,000,000 taxpayers. The Vol-
unteer Income Tax Assistance
(VITA) Program trained volun-
teers who then assisted 300,000
low-income and other disadvan-
taged taxpayers such as those
with language problems, the
blind, and the deaf. VITA is a
program in which IRS employees
train volunteers from the commu-
nity to assist disadvantaged tax-
payers in preparing their returns.
Through VITA, members of di-
verse organizations such as com-
munity action groups, churches,
colleges, and retirement organi-
izations assisted taxpayers in
community centers, Indian reser-
vations, churches, store-fronts,
hospitals, and elsewhere. Also as
part of the VITA program, the In-
stitutes of Lifetime Learning co-
ordinated with the Service in
providing assistance to 53,000
elderly and retired taxpayers in
317 cities. Other national organ-
izations will be contacted next
year to develop similar programs
for their groups.

Many junior colleges, colleges,
and universities offered the
Teaching Business Taxes Pro-
gram with materia! provided by
the Service. In 1972, some 14,000
students in economics, business,
and accounting received instruc-
tions through this program in
preparing tax forms filed for
small businesses and corpora-
tions.

New Integrated Data
Retrieval System (IDRS)

Becomes Operational

The Service is trying to develop
and use the most advanced sci-
entific methods to speed replies
to the growing number of inquir-
ies it receives from taxpayers.

In 1972 the Integrated Data Re-
trieval System operated success-
fully in the Austin, Texas, Service
Center and the six states of the
Region. The key to IDRS is a
series of video display-inquiry
stations in IRS offices. These sta-
tions link to large random-access
computer files in an IRS service
center. When the taxpayer visits

or writes an IRS field office con-"

cerning his account status, an
IRS employee consults the com-
puter by sending a message
through the terminal link to the
service center. Within seconds,
the computer responds to the in-
quiry by flashing a message on a
video screen in the field office.

In addition to providing IRS per-
sonnel with almost immediate ac-
cess to a particular taxpayer file
and a speedy response to the
taxpayer, IDRS eliminates paper
work and permits rapid updating
of stored information.

The IRS will install- the Integrated
Data Retrieval System in all serv-
ice centers, district offices, and
many other locations in fiscal
year 1973.

Taxpayers Reached
Through Cooperation

of the Media

This year the Service provided a
weekly tax column (“Taxpayers
Ask IRS"”) to 1,508 daily news-
papers and 5,986 weekly news-
papers. Field personnel reported
heavy usage of the column, es-
pecially during the filing period.
As a public service, 4,750 radio
stations broadcast Service-devel-
oped spot announcements and
765 television stations carried
film spots.

Television stations throughout
the country gave public service
time to a 30-minute Service film,
providing in dramatized form,
general tax information for the
public. More than 800 motion pic-
ture theatres across the country
ran a shortened version of the
film. Radio and television sta-
tions also cooperated with IRS
district offices in presenting lo-
cally developed tax information
programs.

In addition to hundreds of news
releases put out by field offices,
the National Office issued 135
general information news re-
leases and 91 technical informa-
tion releases directly to the mass
media.

The Nationai Office responded
to over 40,000 media inquiries
while the field offices answered
more than 31,000 such inquiries.




Taxpayer Publications
Explain the Tax L.aw

The Service produces several
forms of interpretative publica-
tions which explain the tax law in
non-technical language. Service
personnel revise most of these
publications annually to refiect
changes in the law, adding new
publications from time to time
and discontinuing others.

The Superintendent of Docu-
ments of the Government Print-
ing Office and IRS offices handle
the distribution and sales of tax-
payer publications. This year,
many local offices of the Postal
Service also sold Your Federal
Income Tax’ and “Tax Guide for
Small Business.” These are two
of the more popular publications
and the only ones not distributed
free of charge.

"“Your Federal Income Tax"" con-
tinues as one of the Govern-
ment’s best selling publications
with 1,873,654 copies sold this
year.

Service technicians rearranged
the “Tax Guide for Small Busi-
ness” to discuss in sequence the
starting, operating, and dispos-
ing of a small business. The pup-
lication also covers differences in
tax treatment of sole proprietor-
ships, partnerships, corporations,
and electing small business cor-
porations.

This year the Service developed
four new publications: “Tax In-
formation on United States Sav-
ings Bonds,” Publication 576;
“Amortization of Pollution Con-
tro} Facilities,” Publication 577;
“Guides for Qualification of Pen-
sion, Profit-Sharing, and - Stock
Bonus Plans” Publication 778;
and a Spanish language version
of “Information for Preparation
and Filing of the Individual Fed-
eral income Tax Return,” Publica-
tion 579. For a list of titles of tax-
payer publications see page 93.

Public Informed on
Economic Stabilization

Program

In suppgrt of the Office of Em-
ergency Preparedness, during
Phase | of the President’s Eco-
nomic Stabilization Program, the
Service responded to almost
8,000 media inquiries; participat-
ed in 68 news conferences, 614
radio and 330 television pro-
grams; furnished public speakers
on 557 occasions; and issued 746
news releases. A weekly eco-
nomic stabilization question and
answer column provided informa-
tion to the public through 8,000
daily and weekly newspapers.

With the move into Phase Il the
Service stepped up its informa-
tion efforts and issued 1,367 news
releases publicizing regulations
and informing the public of mat-
ters of general interest. The Serv-
ice responded to 11,004 media
inquiries; participated in 58 news
conferences, 784 radio programs

and 446 television programs; and
provided speakers for 2,938 meet-
ings of business associations and
other groups. The Naticnal Office
prepared 11 radio spot announce-
ments for the Cost of Living
Council Radio Spotmaster system
for use by stations across the
country.

Each year the Service publishes 8 number ol
and

to as-
sist texpayers in filing returns. The pamph-
lets pictured above make up only a small
portion of the lotal tax Information publica-
tions issued.

Spanish Language
Program

For the first time the Service
undertook a program of provid-
ing some tax information in Span-
ish for the largest non-English
speaking group in the United
States. Through simultaneous
press conferences in New York
City, Miami and Los Angeles and
news releases, the Service an-
nounced the publication of a new
Spanish language guidebook for
individual taxpayers. The Service
also_ issued some Spanish tan-
guage news releases and spot
announcements to news media
that print or broadcast in Span-
ish. Spanish speaking Service
personnel appeared on radio and
television programs 10 broadcast
*ax information.

Publicizing Changes in
the Tax Law—Increase
in Withholding Rates
The Revenue Act of 1971 provid-
2d for increased withholding rates
to eliminate the substantial un-
derwithholding potential inherent
in prior law. In some situations it
was apparent that the new rates
would cause too much tax to be
withheld from the paychecks of
many taxpayers. To meet this
problem, the Service conducted
© program to inform taxpayers
about the latest change in the
withholding tables, and of reme-
cies available to prevent exces-
we withholding.
"Ye Service prepared news re-
ieases and articles and arranged
.nterviews with wire services, na-
tional magazines, and newsletter
publishers, Nearly 900 television
stations and the networks carried
two television spot announce-
ments on withholding, and Serv-
‘ce offices distributed four radio
spots to nearly 5,000 stations.

The Commissioner sent letters to
more than 160,000 employers of
100 or more persons, explaining
changes in the withholding rates.
Service offices distributed copies
of the Employer's Tax Guide
(Circular E), which explained
changes in withholding to 4.3 mil-
lion employers who withhold
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taxes from employees. The Serv-
ice also sent explanatory letters
to Cabinet members and other
heads of Federal agencies with
sizeable groups of employees.

Other Changes in
the Tax Law

The Revenue Act of 1971 brought
about several other important
changes for individual and corpo-
rate taxpayers. The Service an-
swered press inquiries and issued
releases to inform individuals
about the increased standard de-
duction, changes in filing require-
ments, deductibility of household
and dependent care, limited de-
duction or credit for political
contributions, and changes in es-
timated tax filing requirements.
Similar activities for corporate
taxpayers covered Domestic In-
ternational Sales Corporations,
the Work Incentive Program, the
Asset Depreciation Range Sys-
tem, and the Investment Credit.

Casualty Loss
Deductions

Many taxpayers in the East and
Northwest suffered severe losses
due to flood and wind damage.
To assist these taxpayers, Con-
gress extended the time to file
amended 1971 tax returns so that
taxpayers can deduct disaster
area casualty losses sustained
after the tax return filing dead-
line. The Service also applied spe-
cial techniques to claims for re-
fund in‘the disaster areas in order
to process them and authorize re-
funds within three weeks.

Field offices in afiected areas
conducted information campaigns
stressing local situations. The
National Office answered press
and taxpayer inquiries on changes
in the law and issued news re-
leases advising taxpayers in dis-
aster areas that they could file
amended 1971 tax returns.

Special Procedures
Speed Up Processing

of DISC Rulings

The Revenue Act of 1971 au-
thorized creation of Domestic
International Sales Corporations
(DISC). The purpose of this tegis-
lation was to make American
goods and services more com-
petitive "in foreign markets. The
Service, in conjunction with the
Treasury and Commerce Depart-
ments, publicized advantages of
operating a DISC to Chambers of
Commerce and World Trade Com-
mittees in 40 cities.

Technical Interpretations
for Taxpayers and
Service Employees

Many individuals and organiza-
tions write to the Service for in-
terpretive assistance in the form
of letter rulings where the tax
treatment and implications of their
financial transactions are not
clear from the tax law regulations
or published rulings.

Taxpayer and field office re-
quests for technical interpreta-
tions and advice in various tax
categories appear below:

REQUESTS FOR TAX RULINGS & TE AL ADVICE (CL

' - o ' Taxpayers | Field
Subject Total Reguests Reguests
Total . 18,356 15,702 2,654
Actuarial Matters 453 417 36
Administrative Provisions 85 21
Alcohol, Tabacco & Firearms Taxes 3,647 2,754 893
& Self- Taxes 264 219 45
Engineering Questions 164 92 72
Estate and Gift Taxes 3 44y 62
Exempt Organizations 3,968 3.400 564
Other Excise Taxes 322 231 81
Other income Tax Matters 6,569 6,248 321
Pension Trusts 2,385 1,836 549
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The Service received 13,671 ap-
plications from taxpayers for per-
mission to change their account-
ing period or method, made 953
earnings or profit determinations,
and issued 1,336 supplemental
group rulings to parent exempt
organizations.

Published Rulings and
Procedures Guide Taxpayers
and Service Personnel

Revenue Rulings are published
positions of the Service based
primarity on letter rulings on is-
sues of general interest.

Revenue Procedures announce
internal practices and procedures
that affect taxpayers’ rights and
obligations.

The table below shows the num-
ber of Revenue Rulings and Rev-
enue Procedures published dur-
ing 1972 in the various tax cate-
gories:

Revenue Rulings and Revenue
Procedures Published

Type Number
Total 704

Administrative 27
Alcohol, Tobacco and

Firearms 26
Employment taxes M
Estate and gift taxes 23
Excise taxes 102
Exempt organizations 40
Income tax 372
Pension trusts 65
Tax conventions 8
6

Following Examples lllustrate
Significant Administrative
interpretations and
Procedures Published:
Revenue Ruling 71-425 provides

that, subject to certain guidelines

stated therein, amounts received
by a participant in a work-train-
ing program, such as a program
under Title V of the Economic
Opportunity Act, are neither in-
cludable in gross income nor con-
sidered wages for purposes of
withholding income tax or taxes
under the Federal Insurance Con-
tributions Act.

Revenue Ruling 71-447 holds that
a private school that otherwise
meets the requirements of sec-
tion 501 (c)-(3) of the Code wil!
not qualify for exemption from
Federal income tax if it does not
have a racially nondiscriminatory
policy as to students.

Revenue Ruling 71-556 presents
detailed guidelines for integration

“of benefits or contributions in

qualified pension or profit-shar-
ing plans with benefits provided
under the Social Security Act as
amended through June 30, 1971.
(Basic integration rules appear
in section 1.401-3(e) of the regu-
lations.)

Revenue Procedures 72-1 through
72-9 update and restate the gen-
eral procedures of the Service
for issuing rulings and determin-
ation letters to taxpayers and
technical advice to district of-
fices.

Bulletin Provides

Official Guidance

The Service publishes rulings,
procedures, and other significant
technical developments in the
weekly Internai Revenue Bulletin
for the guidance of taxpayers,
tax practitioners, and Service
personnel.

Bulletins in 1972 contained: 647
Revenue Rulings, 57 Revenue
Procedures, 14 Public Laws relat-
ing to Internal Revenue matiers,
5 Committee Reports, 8 Executive «
Orders, 2 Tax Conventions, 70
Treasury Decisions containing
new or amended regulations, 11
Delegation Orders, 6 Notices of
Suspension and Disbarment from
practice before the Service, and
229 announcements of general
interest. Bulletins also announced
72 notices of acquiescence of
nonacquiescence in adverse de-
cisions of the United States Tax
Court. The Service cumulates
semiannually, contents of the
Weekly Bulletins and publishes
these as Cumulative Bulletins.

Regulations Aid in the
Uniform Administration

of Revenue Laws

The Service issues regulations to
furnish its personnel and the pub-
lic guidelines to minimize ad-
ministrative discretion and en-
courage uniformity in application
of the taxing statutes.

Normally, the Service issues pro-
posed regulations through publi-
cation of the complete text in a
public notice of proposed rule
making. All notices invite written
comments on the proposed regu-
jations and inform the public of
its right to request a hearing and
to comment at the hearing. After
considering the comments and
suggestions, the Service revises
proposed regulations as neces-
sary. Preparation and publication
of a Treasury decision in the Fed-
eral Register follows. These reg-
ulations have the force and efiect
of law.

At times a new law may require
taxpayers to make important de-
cisions soon after the law's en-
actment, To aid such taxpayers,
the Service publishes temporary
regulations pending issuance of
permanent regulations in the nor-
mal manner. Where a notice is
unnecessary or impractical, the
Service publishes regulations
without a notice of proposed rule
haking.

During the year, the Service held
24 public hearings on proposed
regulations, with total attendance
over 960.

The Tax Reform Act of 1969 re-
quired 179 regulations projects.
The Service also undertook 36
projects to clarify changes made
by the Revenue Act of 1971, The
following appeared in the Federal
Register on projects associated
with the Tax Reform Act of 1969:
22 Treasury decisions containing
final regulations; 3 Treasury deci-
sions containing temporary reg-
ulations; and 39 notices of pro-
posed rule making. These actions
covered income averaging, capi-
tal losses, multiple corporations,
charitable remainder trusts, and
reserves for losses on mutual
savings banks. The following ap-
peared in the Federal Register on
projects associated with the Rev-
enue Act of 1971: 4 Treasury de-
cisions containing temporary reg-
ulations; and 3 notices of pro-
posed rule making. These actions
dealt with investment credit and
treatment of corporations quali-
fied as a Domestic Internationa!
Sales Corporation. On projects
not under the Tax Reform Act of
1969 or the Revenue Act of 1971,
the following appeared: 24 Treas-
ury decisions containing final reg-
ulations; 4 Treasury decisions
containing temporary regula-
tions; and 22 notices of proposed
rule making.

Deductible Contributions
Guide For Donors and
Service Personnel

The latest biennial revision of
Publication 78, Cumulative List of
Exempt Organizations, contains
the names of approximately 130,-
000 organizations. Cumulative bi-
monthly supplements, issued in
1972 added 11,430 names to and
deleted 943 names from this list
of organizations to which contri-
butions are deductible for Fed-
eral income tax purposes. The
suppiements issued in 1971 add-
ed 9,871 names to and deleted
1,180 names from the list,

Pension Trust Activity

The number of new pension and
profit-sharing plans continues to
climb. Based on letters of deter-
mination issued in the first three
quarters of the fiscal year, cor-
porate pension and profit-sharing
plans were up approximately
31% and 15% respectively. Ap-
proximately 35 million people
participated in nongovernmental
pension and profit-sharing plans

of various types. Assets of these -

plans were about $151 billion at
the end of 1972. The large num-
ber of people and huge assets
involved in these plans generated
considerable interest on the part
of the press and the congress.

Determination Letters Issued on Employee Benefit Plans, FY 1972

U

L item
Determination ietters issued with
respect to——
1. Initial qualification of plans:
I a. Plans.approved
Number of participating
employees
ﬁ b. Plans disapproved
}

3. Amendments
4. investments
Cases closed without issuance of
determination letter and other disposais:

2. Termination of plans i
I
I

A
i

- OO PRRA

‘Pmﬁh t;h:‘ri‘ni ]:“ Pension :
and stack ' or annuity

nnns_ul_al_ls R -plans Total
TTTTTImT T i
19061 24,855 ;1 43,916
241,752 ' 538,845 , 780,597
185 230 I 385
1,724 1,657 * 3,361
5,709 14075 19,784
7 260 | 577
1618 2,818 | 4,436

Alcohol and Tobacco
Industries, and Firearms
and Explosive Materials
Licensees Notified of
Technical Changes

The Service issues industry cir-
culars to keep the alcoho! and to-
bacco industries, firearms licens-
ees, and explosive materiails li-
censees informed about require-
ments of laws, reguiations, rul-
ings, and procedures.

The majority of circulars informed
industry members of Treasury De-
cisions and/or Revenue Rulings.
Topics in the remaining circulars
included: Environmental impact
statements concerning use of
polyviny! choloride plastic in the
manufacture of liquor bottles;
changes in design of green strip
stamps used on bottied-in-bond-
whiskey; revocation of approval
of various food activities used
in alcohotic beverages; sale of
explosive materials to nonper-
mittees or nonlicensees; and ap-
plication of Federal explosive
regulations on finished common
fireworks.

The Internal Revenue Service's
responsibility for regulation of the
alcohol and tobacco industries
ended at the close of the fiscal
year. The responsibility has been
transferred to the Treasury De-
partment. The next chapter pro-
vides information on 1972 accom-
plishments in the alcoho! and
tobacco regulated operations.
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New Challenges in

Enforcement

Enforcement activities help as-
sure that taxpayers compute their
tax liabilities properly and pay ac-
cording to law. Most important,
these activities serve to maintain
general confidence in the volun-
tary self-assessment system.

In major enforcement devetop-
ments Commissioner Walters

‘launched an investigation of the

activities of incompetent and un-
scrupulous tax return preparers.
At the same time, the Service
shouldered new responsibilities
in the tax investigations of key
figures engaged in the narcotics
traffic, as part of the president’s
War on Narcotics Trafficers.

The Commissioner, in public
appearances, also expressed
concern about the disparity and
inadequacy of judicial sentences
handed down in tax fraud cases,
as well as the questionable prac-

tice of some societies and com-*

mercial associations promoting
conventions and seminars as
business endeavors when they
appear to be shallowly disguised
personal trips or vacations.

Tax Return Preparers

For some time the Service has
been concerned about unscrupu-
tous tax return preparers, their ef-
fect on taxes paid, and their effect
on voluntary compliance. Investi-
gations have disclosed that some
preparers typically increased or
created deductions, or falsified
the number of dependents. During
the 1972 filing period, the Service
launched a nationwide program to
identify and prosecute such tax
return preparers.

Of the 3200 tax practitioners con-
tacted throughout the nation, the
Service found that more than
1,800 prepared inaccurate or false
returns. The Service has filed
criminal action against practition-
ers in 26 states. The program has
led to 430 potential or actual
prosecutions so far, and 55 con-
victions or guilty pleas.

Throughout the filing period the
Service worked through the news

10

media in cautioning taxpayers to
choose tax return preparers care-
fully.

The Intelligence Division will con-
tinue to monitor activities of sus-
pected practitioners, and the
Service will audit, as necessary,
individual returns prepared by
them.

Abuses by return preparers in
recent years have led to a number
of bills before Congress to pro-
vide for regulation or licensing of
return preparers. This appears to
have encouraged an increasing
number of tax practitioners to
take the Service's annual Special
Enroliment Examination to qualify
for practice before the Service.

Deceptive Trade Practices by
Commercial Tax Return
Preparers

Aside from evidence of improper
returns preparation, it appears
that the search for increased busi-
ness by preparers has led to a
number of deceptive trade prac-
tices, including misleading ad-
vertising, misleading guarantees,
and using customer’s tax informa-
tion for preparation of mailing
lists and other unauthorized pur-
poses.

The Service and the Federal
Trade Commission have con-
ferred to combat these abuses.
(For a description of pending /eg-
islative proposals see page 57.)
Some of the nations’ largest re-
turns preparation firms have en-
tered into agreements with the
Federal Trade Commission con-
senting to a cease and desist or-
der on deceptive trade practices.
A number of other agreements
are pending approval. Further,
the Revenue Act of 1971 prohibits
use of a customers’ confidential
tax information for purposes
other than the preparation of tax
returns.

Examination Results

In 1972, the Service examined
1,695,849 returns, 49,920 more
than the preceding year, revers-
ing a nine year downward trend.
Recommendations for additional
assessments reached $3.413 bil-
lion, The total included $1.2 bil-
lion in additional tax and penal-
ties recommended under the team
audit approach used to examine
large corporations. Examinations
cover verification of income, de-
ductions, and computation items
reported on returns.

Individual and fiduciary returns
comprised 79.2 percent of all ex-
aminations, and accounted for
29.3 percent of the additional tax
recommended, while corporation
returns accounted for over 50 per-
cent of the additional tax recom-
mended.

The table below shows the num-
ber of returns examined in 1971

and 1972 by type of tax.
Number of tax returns examined
(Figures in thousands)
) i
Total Field Office
TyPe of return 171 1972 1971 1972 1971 1972
Grand totat 1,646 1,696 566 893 1,080 1,103
tncome tax, total . 1,487 1,487 429 424 1,058 1,073
Corporation ' 130 136 129 135 1 1
individual and fiduciary . 1346 1,343 289 2n 1,057 1072
Exempt organization 11 18 11 18 (U] ]
Estate and gift tax 41 40 36 35 4 5
Excise and employment tax 117 158 100 133 18 25

? less than 1,000,

The audit activity made impres-
sive gains this year in reducing
its inventory. By the end of the
year, prior year returns in inven-
tory were at the lowest level since
1963.

Greater Reliance Placed
on Computers To Select

Returns for Audit

In 1969, the Service introduced
the Discriminant Function System
(DIF), to select returns for exam-
ination. The system uses comput-
ers to classify and rank individuat
income tax returns by error po-
tential, In that way the Service
can select returns with the high-
est probability of errors,

In addition to producing a higher
tax yield, the system assures uni-
formity by using the same criteria
to screen all individual income
tax returns. Another advantage is
fewer audits that result in no tax
changes, thus improving taxpayer
relations and operational effi-
ciency. This year, the Service
agreed with the tax liabilities re-
ported by taxpayers in 32 percent
of the returns audited, a record
low.

Number of Tax Returns Examined
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Studying output data for a joint audit-intelii-
gence investigation In the Ogden Service
Center computer room are: {I. to r.) Henry
Phiicox, Computer Audit Specialist, Reno
District; Raiph ingbretsan, Assistant Division
Chief, Data Conversion, Ogden Service Cen-
ter; and Ciif! Rich, Western Reglonal intelli-
goence Anafyst,

Increased Computer

Assisted Audits

Computer assisted techniques
play an important role in tax au-
dits of automatic data processing
accounting systems. Large
massas of data which meet pre-
determined audit criteria are
scanned, anaiyzed, and recom-
puted at tremendous speed. This
technique produces printouts of
manageable size, thus saving

. considerable resources for the

Service and taxpayers.

Revenue Ruling 71-20, requires
that taxpayers retain pertinent
computerized tax records. The
Service has completed record
evaluation requests for a substan-
tial number of taxpayers. After
evaluation, Service personnel ad-
vise the taxpayers as to which
records to retain in machine-
sensible form.

Joint Committee

Reviews Large
Overassessments

A report on all refunds and credits
on income, estate and gift taxes
over $100,000 must be sent to the
Joint Committee on Internal Rev-
enue Taxation, as reguired by
faw. During 1972, the Service re-
ported 1,171 cases involving over-
assessments of $756.1 million to
the Joint Committee, as com-
pared with 790 cases and $518.3
million In overassessments in
1971,

Exempt Organization
Program

Exempt organizations classified
as private foundations reported
more than $4.3 million as initial
taxes under the excise tax provi-
sions of the Tax Reform Act of
1969.

The Service makes every effort to
keep pace with its two-year audit
cycle for large exempt organiza-
tions and its five-year cycle for
private foundations. In 1872, the
Service issued determination let-
ters to 23 thousand organizations
that applied for confirmation of
tax exempt status under the taw.
In addition, the Service withdrew
advance assurance of the deduct-
ibility of contributions from 45 pri-
vate schools that failed to estab-
lish a racially nondiscriminatory
admissions poticy.

The Exempt Organization Master
File (EOMF) continued to grow.
The number of exempt organiza-
tions in the flie has increased
from 309,000 in 1967 to 535,000 in
1972. The rate of growth in 1972
was almost 5 percent.

Team Audit Technique
Used for Large

Taxpayers

The Audit Division uses the team
audit technique in examing com-
plex corporate structures. Many
corporations have diverse activi-
{ies, intricate practices and trans-
actions, and widely dispersed
operations across the nation and
in foreign countries. For these
reasons, the teams may require
engineer agents, international
examiners, actuaries, data proc-
essing specialists, attorneys, stat-
isticians, and economists.

Expansion of Audit
Concepts to Service
Centers

Service centers conducted sev-
eral correspondence aydit pro-
grams in 1972, including the new
Unallowable ltems Program. This
is a low cost audit program which
uses computers to contact tax-
payers about deductions which
appear to be unallowable by law.
Typical unaliowable items include
dividends exclusions in excess of
the amount aliowable, fallure to
reduce medical expenses by the
percent of adjusted gross income,
and the taking of fractional ex-
emptions. In the period of Janu-
ary 1 to June 30, the Service cor-
rected 452,521 unallowable items
returns producing revenue ot
$24.2 miilion.

The Information Document
Matching Program matches infor-
mation documents and other rec-
ords filed with the Service with in-
formation reported on individual
tax returns, thereby identifying
persons who failed to report all of
their income. Forms W-2 (Wage
and Tax Statement) and Forms
1099 (U.S. Information Return)
are principally used in this pro-
gram.

The Multiple Filer Audit Program
began in the final months of 1872.
Computers analyzed individual
returns to determine if more than
one return had been filed under
the same social security number.
In, many instances, married tax-
payers filed two joint returns or
separate returns and claimed du-
plicate exemptions - or deduc-
tions, usually because of a mis-
understanding in filing require-
ments. The Service sent letters
to taxpayers explaining the error
and proper return filing require-
ments and statements of addi-
tional tax due,

Art Panel Assists

in Evaluations

Since 1968, a panel of art experts
has been assisting the Service in
determining whether realistic val-
uations have been placed on con-
tributed works of art and on art
objects valued for estate tax pur-
poses.

The panel met three times in 1972
and reviewed 711 works of art
valued in tax returns at more than
$18 miilion. The panel recom-
mended a 30 percent reduction in
the ciaimed value of works of art
for charitable contributions and
a 25 percent increase in the value
of art objects included in estates.

In its four years of operation, the
panel has reviewed approximate-
ty $70 million worth of art and has
recommended adjustments of ap-
proximately $20 million.




AL

Administrative Appeals

System

General

The appeals function ot the Serv-
ice provides the taxpayer who dis-
agrees with a proposed adjust-
ment to his tax liability an oppor-
tunity for an early, independent
review of his case. The purpose
is to enable the taxpayer to settie
his case promptly, without litiga-
tion, on a fair and impartial basis.

The appeals function is decen-
tralized and operates in 58 dis-
trict offices and 40 regional ap-
pellate offices. As need arises,
the Service provides conferences
at other locations. The taxpayer
can go to either the district or re-
gional office for an initial confer-
ence.

Although differences in authority
and jurisdiction exist, both dis-
trict and regional offices have the
same objective—to resolve cases
as soon as possible on a basis
which reflects a fair administra-
tion of the taw. The principal dif-
ference in authority is that only
regional appellate offices may
dispose of cases by considering
hazards of litigation, that is, un-
certainty as to outcome in the
event of trial. The appellate divi-
sion has this authority in keeping
with longstanding Service policy
which favors administrative set-
tliements over protracted litiga-
tion.
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Cases considered involve all
types of taxes except those on
alcohol, tobacco, firearms, nar-
cotics and wagering. Issues run
from the most elementary to the
most complex, and deficiencies
in tax from a few dollars to many
millions, Claims for refund of tax
and offers in compromise also
rate consideration.

In most cases Service conferees
and taxpayers reach a mutually
acceptable basis for resolving the
dispute, as a result, a relatively
few cases actually go to trial. The
Service closed over 98 percent of
all cases without trial in the last
seven years, and this year the ap-
peals function achieved the great-
est number of case disposals per
conferee in history.

District Conference Case Work-load

Item

Case pending July
Cases received
Conference compteted
Number agreed
Agreed as a percent of total
Cases pending June 30

Early Informal

Hearing Provided

At both district and appellate lev-
els, the Service offers a confer-
ence soon after the case is re-
ceived. To the extent possilfie,
the Service arranges a date, time,
and place most convenient to the
taxpayer. Where the disputed tax
is less than $2,500, the taxpayer
need not file a written protest for
conference in the district office.
The same rule appiies in the re-
gional appeliate office if the tax-
payer has first availed himself of
a district conference.

informal proceedings prevail at
both tevels and the taxpayer may
represent himself or have coun-
sel. If a conference fails to pro-
duce agreement, the Service in-
forms the taxpayer of his addi-
tional rights and options.

In 1972, the appeals function dis-
posed of 52,189 cases by agree-
ment; the Tax Court decided

1,096 cases; U.S. District Courts*

and the Court of Claims decided
460 cases.

About half of the cases closed by
agreement are at the district level
and half at the appellate level.
District conference staffs ob-
tained agreement on about two-
thirds of the cases. Activity in the
district conference staffs appear
in the table below:

Field Office
Audit Audit Total
8,769 3,825 12,594
24,882 17,250 42,132
24,141 16,628 40,769
14,861 11,853 26,714
61.5 71.2 5.5
9,510 4,447 13,957

Appeal Options Available

to Taxpayer

If there is no agreement at either
district or regional level, the tax-
payer can, in most instances,
fite an appeal with the Tax Court.
Even though this is done, and the
case is docketed for trial, the tax-
payer may still reach a settiement
with the appellate office. Except
in unusual circumstances, the
timely filing of an appeal with the
Tax Court stays the assessment
and collection of the tax until the
Court has entered its decision.

As an alternative to tria! in the Tax
Court, the taxpayer can pay the
deficiency in tax, file a ctaim for
refund (at any time within two
years from date of payment) and
after either denial of the claim by
the Service, or after 6 months
trom date of filing, enter suit for
recovery against the Government
in either. a United States district
court or the Court of Claims.

Appeilate Receipts

and Disposals

Receipts in regional appeltate of-
fices had remained even at about
33,000 cases in each of the past
four years. This year receipts in-
creased to 34,278, Both non-
docketed and docketed case re-
ceipts increased over the prior
year.

There also was a substantial in-
crease in docketed cases involv-
ing $1,000 or less of disputed tax
(for which special simplified pro-
visions were made in the Tax Re-
form Act of 1969). In 1968, the
Service received 972 cases; in
1969, 1970, 1971 and 1972 re-
ceipts were 1,267, 2,100, 2,781
and 3,321, respectively. Most of
t'hese cases were ultimately set-
tied.

About 75 percent of the appellate
workload consists of nondoc-
keted income, estate, gift, exise
and employment tax cases. In
1972, appellate offices closed 78
percent of these cases by agree-
ment with the taxpayer. Agree-
ments in this category have aver-
aged more than 80 percent over
the past 5 years.

Taxpayers filed petitions for hear-
ings before the Tax Court in 8,945
cases in 1972, as compared to
6,968 cases in 1970 and 8,299
cases in 1971, The increase was
iargely in the small case category
where the Service offers informal
procedures. Settlement negotia-
tions on docketed cases continue
and most cases are ultimately
settied without trial. .

The following tabie and chart
shows the processing of both
nondocketed and docketed cases
in 1971 and 1972, (For additional
information see tables 12 and 13,
page 123).

Failure To Pay by the
Prescribed Date

The Service makes every reason-
able effort to collect taxes due,
starting with notices to taxpayers
requesting payment and then es-
tablishing delinquent accounts
for assignment to enforcement
personnel.

New Delinquent

Accounts Drop

Establishment of delinquent ac-
counts declined in 1972 despite
continued growth in population
and taxable income. Principal fac-
tors were: (1) increased use of the

Appeitate Division processing of ali cases for 1971-1972 {Income, estate, gift, excise,
POCE ;

p se)

Status

Pending July 1

Received

Disposed of, Total
By agreement

' Number of cases
%N 1972

33,468 334N
32,682 34,278
32,659 32,898
25,804 25,475

Unagreed (overassessments, claims, excise, employment,

and offer-in-compromise rejections)

1,474 1,885

By taxpayer default on statutory notice or dismissai by

Tax Court
By petition to the Tax Court
Tried in the Tax Court
Pending June 30

965
T 33,491 33,87

APPEALS—DISPOSALS IN REGIONAL APPELLATE DIVISION OFFICES

IN DEPARTMENT OF
JUSTICE ON

NONDOCKETED CASES

CASES DOCKETED IN TAX COURT

REFUND SUITS
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essing system to mait out tax bills;
{2) the impact of recent tax legis-
iation which removed many low
income taxpayers from the tax
rolls; and (3) some easing in eco-
nomic conditions. The Service es-
tablished 2.6 million delinquent
accounts, 202,000 or 7.2 percent
fewer than last year. The amount
of delinquent tax also dropped by
$298 million or 8.5 percent to
$3.2 billion.

Disposals Down Slightly But
Inventory Down Sharply

The Service disposed of 2.7 mil-
lion delinquent accounts in 1972.
This was a decline of 138,000
accounts or 4.8 percent below
1971. Delinquent taxes collected
amounted to $2.2 biliion, which is
$265 million below 1971.

The relatively small reduction in
disposals is evidence of notable
accomplishment considering: (1)
increased budgetary limitations;
(2) heavy manpower demands im-
posed by the Economic Stabiliza-
tion Program which drained 1.3
million man hours from this en-
forcement area; and (3) expanded
Taxpayer Service activity insti-
tuted in April, which further lim-
ited availabie manpower.

For the second successive year,
the inventory of delinquent ac-
counts declined. The 1972 level
of 659,000 accounts is the lowest
point reached since 1965, and
represents a reduction of 100,000
accounts, or 13.2 percent, below
1971. The $1.9 billion vaiue ot
these accounts is $2.4 million less
than the prior year's.

Taxpayer Delinquent Accounts

97N

Status
Issued 2821
Disposed,total 2,847
By type of action: ‘

Collected 2,265

Additionai Coltections
Other Disposals?
Pending fune 30, total

ue to

Fauytaims Wi rrompt
Identification of Federal

Tax Deposit Offenders

The Service is concerned espe-
cially with the failure of employ-
ers to deposit taxes withheld from
employees’ wages because in ef-
fect, it represents a misappropria-
tion of funds that belong to the
Government. To combat the prob-
tem, the Service initiated a Fed-
eral Tax Deposit (FTD) Alert Pro-
gram. The program invoives early
identification of potential offend-
ers through use of data process-
ing. The system determines which
employers,have failed to make de-
posits. A notice then alerts an en-
forcement officer who calls on the
employer to determine why he has
not complied.

Automatic Data
Processing System

Aids Program Against
Delinquent Filers

The Service’'s automatic data
processing system played a major
role in detecting non-filers, first
by monitoring and following up
preselected types of deiinquent
accounts, and secondly by in-
creasing the use of four master
files to issue automatic delin-
quency notices or investigations.
These factors permitted a greater
development of enforcement per-
sonne! in seeking out non-filers,
thereby reversing the fall-off that
had occurred in recent years be-
cause of budgetary limitations.

' "
ment tracer and adjustment cases.
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Rumber Amount
X d dallars)

- 1972 197t 1872
2519 $3,509,677 $3,211,963
2,709 3,579,694 3,337,847
2,164 2,498,077 2,222,953

- 108,761 84,632

546 972,856 1,010,364

659 $1,899,804 $1,897,384

ility, erroneous and duplicate assessments, pay-

1axpayer Delinquent Accounts
Miltions of Dollars

3509 3579
3338
3212
5 8
a2
1899 1597
tablished  Closed Inventos
Establshe June 30’y

Increase in Number of
Delinquent Returns Secured
The Service secured 815,000 de-
linquent returns valued at $452
million. This compares with 735,-
000 delinquent returns assessed

at $489 million in fiscat year 1971.-

Master Files—The Operational
Foundation of Tax Delinquent
Returns Program

The business master fite (BMF),
the individual master file (IMF),
the exempt organization master
fite (EOMF), and the residual mas-
ter file (RMF) provide the opera-
tional foundation for a major por-
tion of delinquent returns activity.
Each has a routine tailored to
meet variations in tax regulations
and filing requirements and issues
a delinguency notice or investiga-
tion in every apparent non-iler
situation.

The business master file deals
with several classes of tax. The
Service can program BMF to de-
liver a single investigation for one
or more tax periods during the
year. This elminates .massive pa-
perwork as well as multiple en-
forcement contacts, since the

computer will not issue another
investigation or accept as satis-
factory any completed investiga-
tion which does not satisty all
periods of delinquency. -~

The individual master file pro-
vides an annual delinquency
check for instances of non-filing
of individual income tax returns.

The exempt organization master
file (EOMF) is relatively new. Pro-
grams implemented under EOMF
provide for issuing delinquency
letters and taxpayer delinquency
investigations.

The residual master file (RMF)
provides processing and handling
operations for a variety of returns
of limited volume or unusual char-
acteristics which did not adapt
well to earlier mechanization. The
RMF also provides timely issu-
ance of delinquency notices and
subsequent delinquency investi-
gations whenever required re-
turns are not forthcoming.

Over half of all apparent non-filer
cases are resoived through com-
puter generated issuances. For
tax year 1970, the individual mas-
ter file selected over 500,000 non-
filer cases for delinquency check-
ing, over twice as many as ever
before.

New Programs in

Returns Compliance
Among several specialized pro-
grams in progress is a survey of
12,000 airport facilities across the
country to insure compliance with
tax provisions of the Airport and
Airway Revenue Act of 1970. An-
other program involves a nation-
wide effort fo achieve a higher
level of compliance with Federal
Highway Use Tax laws. Through
use of available information, the
Service will identify virtually ali
motor vehicles, or vehicle own-
ers potentially liable for this tax.
Expected benefits include a sub-
stantial revenue return and great-
er awareness of the tax require-
ments among all segments of the
truck-owning public.

Returns compliance programs un-
derway and planned involve co-
ordination with nearly every major
Federal department or agency
and a number of private firms. The
Servick compares data trom
these sources against the various
master tax files for possible de-
linquency.

While actual tax liabilities of some
taxpayers may be slight in com-
parison with their neighbor's, all
taxpayers have an obligation to
tile what is required and pay what
is due. Thus, the Service includes
a significant number of individ-
uals and smaller business enti-
ties.

Enforcement Approach

Geared to Reduce
Non-Compliance

The Service trains enforcement
personnel to review all possible
returns delinquencies whenever
taxpayers are interviewed in ap-
parent non-fiter situations. For ex-
ample, a self-employed individual,
delinguent in filing an income tax
return, may not have filed returns
for recent income tax periods.
The Service will also check for
business tax returns if the tax-
payer employs other people, or
for excise tax returns if required.

Results from
Direct Enforcement
Millions of Doltary
1208
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Tax Fraud Investigations
and the Intelligence
Division

The Intelligence Division identi-
fies areas of noncompliance and
enforces the criminal sanctions of
the Internal Revenue Code. The
Intelligence function employed
over 3000 technical and clerical
employees in 1972,

Tax Fraud Investigations,
Indictments, and Convictions
The Service completed 8,882
fraud investigations during the
year, with prosecution recom-
mended in 1,777 cases. Agents
screened more than 132,000 alie-
gations of fraud in selecting the
investigative caseload.

Grand juries indicted 1,074 de-
fendants in tax fraud cases in fis-
cal 1972, A total of 772 defendants
pleaded guilty; courts convicted
113 defendants after trial and ac-
quitted 39, and dismissed 137.

intelligence Compliance
Program

The Service conducted a program
to identify patterns of noncompli-
ance by homogeneous groups of
taxpayers, and areas of noncom-
pliance not covered in other pro-
grams.

Service investigators made com-
pliance checks of more than 250
professions, occupations, busi-
nesses, industries, and income in-
formation sources. Among pock-
ets of noncompliance located
were sub-contractors in the con-
struction industry, area managers
in the direct selling industry, in-
surance salesmen, recipients of

. land condemnation awards, at-

torneys, and persons liable for
highway use taxes. The Service
imposes criminal sanctions where
evidence of tax evasion is discov-
ered, and takes remedial action to
assure future compliance.

For example, offices in several
areas inquired into compliance
with reporting income require-

. ments by private duty nurses.

All offices found noncompliance
where payments were made in
cash without issuing information
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documents {Forms 1099 or W-2).
In one district, the State Nurses
Association published an article
on the results of the compliance
test, advising nurses to report
their income from private assign-
ments.

Another project involved scrap
metal and textile waste operators.
Here, agents examined 258 re-
turns and recommended defi-
ciencies of $488,307, They also
recommended prosecution of tive
industry officials.

The impact on voluntary compli-
ance is apparent. Agents ex-
amined returns of hospital med-
ical employees who had not
reported wages paid from schol-
arship funds. The major hospitals
which had been paying employ-
ees from scholarship funds trans-
ferred $500,000 annually to ac-
counts to be included in future
withholding tax statements.

Another investigation disclosed
$3.4 miliion in unreported income
earned by policemen in a large
metropolitan area. More than
1900 policemen had not reported
on their tax returns earnings from
private emptoyers for potice re-
lated security jobs, such as
guarding property, crowd control,
and watching for shoplifters. The
police department assigned po-
licemen on a rotation basis, Five
employers paid the department
which in turn paid the policemen.
The department did not withhold
tax or file information reports.
City officials cooperated in cor-
recting the situation.

A midwestern district found that
house-to-house cosmetics sales
can be big business. A revenue
agent audited a.parent corpora-
tion and recorded serial numbers
of United Savings Bonds awarded
as prizes to sales persons who
sold at least $3,000 in cosmetics
during an eighteen-week period.
The firm had awarded as prizes
approximately $4,000,000 in
United States Savings Bonds. An
inspection of the tax returns of
known sales representatives dis-
closed that 80 percent either
failed to file or made no mention
of thelir selling activity.
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The Service had found that zone
managers receive millions of dol-
lars in promotional expenses with
no accounting required nor with-
holding statements issued. One
company disburses about $650,-
000 in promotional expenses each
year. This same company pays
commissions of about $11,000,000
a year of which onily $3,000,000
appears, on information returns.

Sentencing in

Tax Evasion Cases

Nationwide, only 43 percent of
those convicted in income tax
cases received jail terms. Com-
parisons of the sentencing prac-
tices by judicial districts refiect
wide disparities.

in the first quarter of 1972 for ex-
ample, courts in the Eastern Dis-
trict of Michigan handed down 10
sentences and imposed no prison
terms. Four of the cases involved
additional taxes and penalities of
$95,250, $203,552, $191,399, and
$164,664. During the same period,
the court in the Central District of
California ordered no confine-
ments for six tax evasion convicts.
On the other hand, tax violators
go to jail in the Southern District
of Texas. Three recent sentences
included a six-month term and
two four-year terms.

in Philadelphia, courts ordered
confinement for ten income tax

evaders. They are: EDWARD P. |

SWARTZ, a physician and former
Public Health Director, six-month
jail sentence; MORRIS WEINER,
a prominent dress manufacturer,
a one-year prison sentence;
JOHN C. PARENTI, a major rack-
eteer, a one-year prison sentence;
IRVING H. MYERS, a business ex-
ecutive, a one-year sentence;
PAUL G. HOFFMAN, a restaurant
operator, 100 days imprisonment;
ANTHONY KLIJJIAN, a roofing
contractor, six months imprison-
ment; ANTHONY LEMISCH, a
voting machines salesman, six
months imprisonment; WILLIAM
J. KILROY, a ‘“political expe-
ditor”, 90 days imprisonment;
LOUIS SALERNO, 60 days impris-
onment; and FRED L. MATHERN
four months imprisonment. Some
of these defendants aiso paid
large fines.

Interesting Cases

The court fined Dan B. Ball, a for-
mer county judge, $30,000 and
placed him on five years proba-
tion for evading part of his income
taxes over a four-year period.
During these four years, he pre-
pared more than 800 income tax
returns for other people.

John 8. Allessio, a race track ofii-
cial, received three years in
prison and a $20,000 fine for in-
come tax evasion; and his broth-
er, Angelo Allessio, also asso-
ciated with the race track, re-
ceived a sentence of one year in
prison and a fine of $20,000. Ad-
ditional taxes and penalties in the
case exceeded $6,000,000.

Gregory Taylor, a narcotics dis-
tributor, received a sentence of
five years in prison and a fine of
$30,000 for income tax evasion.
A lengthy arrest record and sev-
eral previous prison confine-
ments, plus the cooperation of
the U.S. Bureau of Engraving and
Printing heiped to refute his claim
of a cash hoard used to pay for
substantial real estate, automo-
biles, jewelry, and other expendi-
tures.

Lee W. Merrich, a dog food proc-
essor, received a sentence of
eighteen months in prison for in-
come tax evasion on unreported
sales of $170,000. Cooperation
from Canadian tax authorities
made it possible to locate cur-
rency deposits of $142,000 in a
Canadian bank account. He had
made the bulk of unréported sales
to a wholesaler of meat for human
consumption. This meat came
from the same supply processed
for dog food sales.

Morris Greenberg, an attorney,
received a sentence of ninety
days in prison and a fine of $10,-
000 for failure to file interest
equalization tax returns, One in-
criminating factor was a letter he
had written to a Canadian stock
transfer agent explaining the in-
terest equalization tax provisions.

Emmett J. Ayo, a night club oper-
ator, received a sentence of three
years in prison for income tax
evasion after understating income
by $228,000 over a four year pe-
riod.

Phillip Armento, Sr., a county as-
sessor, received a sentence of
three years in prison for income
tax evasion. This scheme in-
voived special handling of per-
sonal property tax bills and real
estate valuations for fees not re-
ported on his tax returns.

Lionel E. Ciark, a former county
judge received a sentence of one
year in prison for failure to file
income tax returns for four years.
During this period his gross in-
come was $62,352.

Nelson E. Weber, an aircraft in-
surance executive, received a
prison term through revocation of
probation of a previous tax eva-
sion sentence. Part of the condi-
tions of probation involved full
settlement of his $170,000 tax
liability. Instead, he filed an offer
in compromise proposing to set-
tle his liability for $10,000 based
on stated assets of only $13,000.
Agents discovered an undis-
closed safe deposit box contain-
ing over $219,000. They seized
the money to apply to his tax
liabitity.

James G. Waller, a funeral home
director, received a sentence of
three years in prison for under-
stating business receipts by
$210,000.

"Referrals to the

Department of Justice

This year, the Service forwarded
prosecution recommendations to
the Department of Justice in 1,355
income and miscellaneous crim-
inal cases (involving 1,364 pros-
pective defendants). Compared

with the prior year, this was an_

increase of 33 percent in the num-
ber of referrals. In 1872, indict-
ments in such cases were up 13
percent.

in income, excise, and wagering
tax criminal cases, the court re-
sults included: 733 guilty or nolo
contendere (no contest) pieas,
113 convictions after trial, 40
acquittals, and 151 dismissals.

A comparison of indictments and
court actions for the last two
years follows:

Results of criminal action in tax fraud cases

Total
. Indictments and informations
Disposals, total
} Plea, guiity or nolo contendere
| Convicted after trial
' Acquitted .
Noi-prossed or dismissed?

tncome and misceilaneous cases?

i

1 Indictments and informations

! Dispasalts, tota!

H Plea, guilty or nolo contendere

{ Convicted after trial

} Acquitted

i Nol-prassed ordismissed !

) ‘Wagering Tax Cases

| Indictments and informations

}  Disposats, total

! Plea, guilty or nolo contendere
Convicted after trial

t Acquitted
Nol-prossed or dismissed

¢ -

Number of defendants
1971 1972
956 ! 1,088
997 J 1037
645 ! 722
142 ; 113

=
153 ! 15
952 1} 1074
961 i 101
638 i 722
136 i 113

55 | £
132 : 17

4 ' n

36 J 25

7 B 1

6 o 0

2 M 1

21 i

cases for the

: ing 0
defendant, 6 because of serious illness, and 102 because principat d

guilty or had been convicted in a related case.
? |nciudes income, estate, gift, and excise taxes other than wagering, alcohol, tobacco,

and firearms taxes.

Cases Involving

Criminal Prosecution
Cases received in the Chief Goun-
sels’ Office with recommenda-
tions of criminal prosecution in-
volved additional taxes and pen-
alties of $193 million. This was
$14 million more than the prior
year. An analysis of the receipt
and disposal of criminal cases in
the Chief Counsel's Office fol-
fows:

Receipt and disposal of criminal cases in Chief Counsel’s Office

Pending juty 1
. Received, total

' with for
‘ with requests for opinion, etc.
Disposed of, total
Prosecution not warranted
Department of Justice declined
Prosecutions
Opinions delivered
Al other closings
Pending June 30

1871

of death of principal
efendant had pleaded
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+  wivcu ai vaGn IBVEI of the tax system fiscal years 1971 and 1972

(Millions of doilars}

[ Toom TTTSEe
-

? Includes excise taxes
Gross tax, penalties and interest resutting trom direct enforcement

(In Thousands of dollars)

Tntermnal revenue collections, Otal R
individua! income taxes, total
Witholding
- Corporation income taxes
Estate and gift taxes
J\ddmmal tax and penaities in cases dispased of in ](
by or detau!t | 1,499 " 1,419
tax and jes in i i
Tin ivic by H .
of default | 349 401
Additional tax.sno penaities determined by N
sattiement in Tex Court i 101 108
Additional tax.and pensities determined by Tax j
Court decisions: )
Dismissad k3% s
Dacisions on merits 22 17
Additional tax and penaities in cases decided by
Suprame Ceurtand courts of appesls 9 26
Amount refundad to taxpayers as a result of refunds sults 57 d
{ Fraut cases! i
and ies in cases di of in !
intelfigence divisions: H
Prosscutiontacommended 172 223
P not and ined by
Department of Justice 25 52

[ tam [ 1wl [ 1972
¢ tax, and interesta tatal 4022705 || 4271407
‘From examination of tax returns, total 2,708,153 | 3,205,724
incomo tax, total - 2250883 || 2,683262
tion 1,503,633 1,721,201
Individua! and fiduciary | Trer2m ‘ 56021
Estate and m 345210 390,823
, i income tax) | 62,508 95,234
H “Exgise tax 49,552 i 38,305
R me m-lhemauul wverification of income tax returns [ 313,062 | 233,982
' ciaimed (| 512,141 | 4,377
! From delimmuent retums setured, total | ams3se
! 8y district coltection divisions | a2resr 280,676
] : By district audit divisions 61,712 7
| Definguent taxes collected, total N j|_2e06838 2,327,885

] Tax and penalty and number of $ax years involved in criminal fraud case disposals

(Exclusive of wagering and coin-aperated gaming device cases)

T Yaxyean 1 T Taxandvematy
Dispositi |
1 o AL 1971
T Vowl - 72853 3344 . §107.778483
Prosecutions 2509 289 | 70447957 207
All other closingst A48 434 1 37,330,466 22535477

1 includes cases declined by Department of Justice.
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Summary of Additional
Taxes from Direct

Enforcement

Additional revenue resulting from
direct enforcement historically
has represented a relatively small
part of tota! tax collections, The
main impbrtance of direct en-
forcement cannot be expressed in
dollars. Its importance lies in re-
assuring the public that the Serv-
ice has an effective enforcement
system, and a balanced program
aimed at equitable enforcement
of the law for all taxpayers, re-
gardiess of position or wealth.

The table below sets forth for the
tast two years the source of addi-
tional tax, penalities, and interest
assesed and certain other resuits
of direct enforcement.

Additional detail on legal work-~
load involved in the prosecution
of criminal cases by Service at-
torneys during the past two years
appears in the table at the left.

Workflow in the Service

and the Courts

The unit of measurement at the
audit level is a return. in the Ap-
peliate and intelligence Divisions,
as well as in the courts, the work
unit is the case. A case may in-
volve more than one return and
more than one taxpayer. The ta-
ble at the right reflects compara-
tive data on actions compieted
by the Service during 1971 and
1972

End of Erain

Regulated Operations

The internal Revenue Service's
responsibility for regulation of the
alcohol and tobacco industries to
assure compliance with various
Federal requirements ended at
the close of fiscal year 1972 after
110 years. This responsibility and
firearms control activities, have
been transferred to the Treasury
Department's Bureau of Alcohol,
Tobacco and Firearms. tn 1972
the number of plants regulated
remained fairly stable, as did the
number of activities requiring
compliance inspections. The ta-
ble at the right and the first
table on the next page reflect
production volume and revenue
control manpower use for tiscal
year 1972.

495-182 0 - 73 -3

wnrkﬂnw in the Internal Revenue Service and the cnurli. rscal ynnrs 1971 ond 1872

' Returns

L ems : 9N w2
! T axvetarms fited, total T T T C T .i1ii,ee6,830 112,000,449
! Individual income .| 76,619,563 : 77,105,683
+ Corporation income b 1,820,556 1,880,819
! Estate and gift Lo 314813 383,57

Employment | 21,888343 ' 22,007,338
! Excise 1,400,704 " 1,310,812

Other income L_?.ADI,&SI i 9,312,214

Tné&m Estaté, 2nd ¢ Gift faxes-

L B - - - -
‘ Number of returns examined (nm:ludmg forms 990) ’ 1 529,454 1,537,302
Retumns with by ai 1.006,325 1,024,005
Disposed of by sudit divisions: ! .
Agread, paid, or defaulied
Transterred to appetlate
! Other
L
{ -
i ); 22061 T 22508
\ defaulted x{ 20277 . 18,893
ourts of origina) jurisdicti '
[ SEow - -
| otal petitioned to Tax Court ' 8299 Y| 8,980
Digeni i 567 954
| Settled by stipulation : 6,187 8,673
! Settied by Yax Court, decision | 806 . 880
" Decided by Tax Court, but sppeated i 338 |, 268
! District courts and Court of Claima: T M
| Totat filed in district courts and Court of Ciaims |y . 1,177 | 1,882
y Settled in district courts and Court of Claims - 6a7 ‘a36
— Decided by distm:t courts und Caun ol cl 12 450 | 450
. "Court of Appeals: ' 1y
! Settied by courts of appeals decision 355 1 483
l Favorable 1o Government i 237 299
Favorable to taxpayers o 95 4 128
' Modified n 23 38
Decided by court of appents but reviewed by N '
Supreme Court 4 : : 5
‘ s

Snpreme Coun. Semed by Supreme Cotrt dacmon

2,840

. D-spcsed of by intetiigence divisions:
H Prosecution recommended 795

Prosecution not recommended 1488
, Disposed of by Office of Chief Counsei:
\ Prosecution not warranted, including cases dcclmed
i by the Department ot Justice 127 151
i Prosu:utwns ‘. 759 1,009

H )ncludes excise tax cases.

Production by alnohnl and tohacco industries, fiscat year 1972

764.4 million tax allans !
120.7 million proof gallons
389.1 million gallans

Dnsnlled sprnks’ ’ {
' Reclified distilied spirits
. Still) wine . '

22.9 militon galions
64.5 mitlion gatlons

" Effervescent wines
Vermouth and cther-special

natural wines '
! Beer i 140.3 million ullons
" “Largecigars T T v T gaimien” T T -
Small cigars | 165.6 million
| Gigarettes ' 596.5 bittion _

12B1.7 million gallons removed Orum bonded s(arase after delermma(non of taxes due
lincludes 30.3 million gallons of imported spirits transferred from Customs custody to
bonded storage); 525.3 million gallons tax free; 1,107.6 million gallons in bonded storage
at end of year.
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Liquor Law Enforcement
Extensive use of manpower to
meet expanded enforcement and
regulatory responsibilities asso-
ciated with intensified firearms
and explosive programs has had
an impact on illicit liquor Investi-
gations. In 1972, the Service used
only 294 percent of the investi-
gator force for liquor law enforce-
ment,

liicit distillery seizures for 1972
totaled 2,090, compared to 2,272
in 1971. Similar declines occurred
in seizures of mash and non-tax
paid spirits. A more detailed sum-
mary of accomplishments in lig-
uor law enforcement is shown be-
low.

Seizures of most of the nation’s
illicit distilleries occur in the
Southeast Region and portions of
the Central and Southwest Re-
gions. The overwhelming majority
of these operations exist in the
rural areas of Alabama, Georgia,
South Carolina, North Carolina,
Mississippi, Tennessee, and Flor-
ida.

“Operation Dry-Up,” a program
employing heavy concentration of
Federal officers in three states of
the Southeast Region, continues
to curb non-taxpaid whiskey trat-
fic. This, along with stringent sen-
tences in some court districts, has
reduced the number of persons
deriving income from unregis-
tered distilleries.

Revenue Growth—

Alcohol and Tobacco Taxes

Distilled spirits revenue rose to
$3.761 billion in fiscal year 1972,
and tobacco taxpayments in-
creased to $2.207 billion in the
same period. The following tabie
presents data on alcohol and to-
bacco tax collections reflecting
the growth from 1863 to 1972.

ATF revenue contraf manpower use

1711 1072

Plants and permitees subject to IRS regulatory control

{exctudes retail liquor dealers):
tnspector man-years realized
On-site inspections completed

Days of industry operation requiring on-premises

supervision

Permits issued, amended and terminated

Claims, off
reviewed and processed

Results of criminal action in alcohol and tobacco cases

Actien

Indictments and information
Disposals, total
Plea, guiity or nolo contendere
Convicted after trial
Acquitted
Nol-prossed or dismissed

Seizures and arrests for alcohol and tobacco violatiens

{tem

Seizures:
Distilleries
Stills at distilteries
Non-taxpaid distitled spirits
Mash
Vehicles
Property (appraised value}
Arrests .

Alcoholic Beverage
Advertising, Labeling,

Trade Practices .

Distillers, blenders and bottlers
of spirits, producers and blenders
of wine, and wholesalers and im-
porters of all alcoholic beverages,
operate under permits subject to
suspension or revocation for any
violation of Federal liquor laws.
In 1972, the Service revoked two
permits and suspended one per-
mit while closing 83 cases involv-
ing violations of the Federal Al-
cohol Administration Act and the
Internal Revenue Code through
acceptance of offers-in-compro-
mise totaling $106,800.

Revenue growth of alcohol and tobacco industries

{Amount—Thousand Dollars)

Distilled Spirits
Wine

Beer

Tobacco Products
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w63 | 1972
3,300.0 3,760,915.0

8.8 ' 181,223.0
1,558.1 1,167,863.0
3,055.6 2,207,273.0

831 850
22,673 21,6385
134,040 135,871
24,471 21,492
39,146 36,466
Number of defondants
. 1971 1972
3,054 . 3,029
3,169 3,004
2,166 2,115
612 478
107 140
284 271
' 1971 1972 '
number 2,272 2,080
do 3,327 2,881
gallons 78,878 67,582
do 1,387,986 1,238,917
number 815 780
dollars 1,071,138 1,490,686
number 3,222 3,191

Advertising of . alcoholic bever-
ages must conform to statutory
and regulatory requirements and
prohibitions. To insure compli-
ance, the Service examines ad-
vertising in a selected grouping
of newspapers and magazines of
general circulation, and trade
publications, Service personne!
examined more than 18,000 pub-
lications containing alcoholic

beverage advertisements during
the year. In addition, comment is
offered on proposed advertising
themes or campaigns submitted
for examination.

Bottlers of distilled spirits, wines
and malt beverages, and import-
ers of such products, must obtain
certificates of label approval (or
certificates of exemption from la-
bel approval for intrastate bot-
tling) prior to removal of bottled
goods from establishments or
Customs custody. This year, the
Service approved 55,955 certifi-
cates of label approval and dis-
approved 766 labels covering all
classes and types of alcoholic
beverages.

Alcohol, Tobacco and
Firearms Laboratories
Sophisticated equipment and ad-
ditional space enabled the Na-
tional Office Laboratory and the
three field laboratories to broaden
the services offered in law en-
forcement and revenue control.
The number of criminal enforce-
ment samples continued to in-
crease. In 1972, the Service ana-
lyzed 46,542 samples compared
to 33,374 in fiscal 1971.

Chemical Staff Activities

The laboratory received a large
number of requests for non-alco-
holic beverage flavors for special
natural wines. Since artificial col-
ors are not permitted in special
natural wines, the laboratory is
developing iess time-consuming
artificial color tests using thin
layer chromatography.

In addition, the Iaboratory moni-
tors various commercial wines for
sodium content and pesticide res-
idues and checks manufacturing
processes of denatured alcohol
users for discharges of waste ma-
terials. The staff authorized tol-
uene as an alternate denaturant
for two denatured alcohol formu-
las after reports that Benzene is
a suspected carcinogenic agent.
The laboratory also developed a
method of Differential Solvent Ex-
tract to differentiate between
small cigars and cigarettes.

CERTIFICATES OF LABEL APPROVAL ISSUED

o0 Thousands

2z
000 o

@000

Forensic Staff Work

In fiscal 1972, the Forensic Lab-
oratory workload almost doubled.
The staff examined approximately
23,000 physicai evidence samples
connected with 3,230 cases in-
volving illicit firearms and de-
structive devices, iilicit liquor
conspiracies, income tax frauds,
and other crimes. The photo lab-
oratory processed about 80 re-
quests per month for photographs
of questioned documents. The
staff also performed numerous
special photo assignments for
use in court cases.

Formulas and Labels examined

Type

7]
na

3

1% ) 1o m un

The laboratory staff processed
more than 735 bomb cases and
approximately 344 document
cases. The Service used success-
fully in court cases much of the
evidence examined in connection
with firearms and bomb offenses.
Substantial increases occurred in
firearms examinations involving
tool marks, baliistics, gunshot
residue, gunshot pattems and
bullet identification. The number
of physical evidence samples
submitted in connection with ii-
licit distillery operations re-
mained nearly the same as last
fiscal year.

1971 1972

Formulas for nonbeverage food, flavors and medicinal products 2,010 2,100
Formutas for specially denatured artictes 3,897 4,151
Label requests for alcoholic toiletries, medicines, etc. 8,286 6,873
Rl;c(iﬁed products 1,197 1,089
Wine 215 293’

1increase in wine formulas refiects of the cur-
rently popular sweet-flavored wines.







Audit Contribution to
Strike Force Activities

The Audit Division contributes
teads and expertise in recon-
structing complicated financial
transactions which help other
Federal agencies obtain indict-
ments for violations outside of
the Service's jurisdiction. It has
asserted substantial tax Habilities
within the Service's jurisdiction.
The table at the right reflects the
eftort expended and results ob-
tained.

The War Against
Narcotics Traffickers

In June 1971, the President called
for an increased effort to combat
the growing problem of drug
abuse. The Service set up a spe-
cial program to conduct tax in-
vestigations on key figures en-
gaged in narcotics traffic. The
objectives are to prosecute those
who have committed ~ criminal
tax violations and to reduce
drasticaly the profits from the il-
licit drug traffic by assessing
taxes and penalties on unre-
ported profits. The Service has
assigned 189 revenue agents, 268
special agents, and 110 clerical
support personnel to the project.
A Target Selection Committee
composed of Treasury’s Director
of Law Enforcement, with mem-
bers from the Bureau of Customs,
the Bureau of Narcotics and Dan-
gerous Drugs, and the Audit and
Intelligence Divisions of the In-
ternal Revenue Service estab-
lishes criteria and Identifies sub-
jects for investigation. The com-
mittee identified 697 targets in 49
districts for joint investigation
and 94 for independent audit.
Agents completed 155 cases and
recommended prosecutions of 56
persons. Of those, 7 have been
indicted and convicted. Addi-
tional tax and penalties of 43
million have been assessed or
recommended for assessment.
In addition, the Service issued
spontaneous assessments (ter-
minations of taxable years and
jeopardy assessments) amount-
ing to $49.9 million. Agents
seized $7.2 million in cash and
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Audit Strike Force Accomplishments

Revenue
Period Agents

Assigned
1967-1970 176
1971 B 351
1972 549

$1.3 million in other property
after the spontaneous assess-
ments, The largest seizure oc-
curred in New York on April 29,
1972, when investigators discov-
ered $1,078,100, a part of which
was concealed in a basement
wall and the remainder found
buried in the backyard of a con-
victed heroin distributor.

Recommendei

Closed Additionat  Penting
Examinations Tax & Exami-
Penaities nations

{millions)
1,302 s 221 2,368
2,731 ‘ $105.6 © 3,708
5,894 32548 2866

The neat stacks 0! money on the desit
amount to $1,078,100.00. The money had
been concesled at the home and in the
garden of a convicted horoin distributor.
Service agents discovered and seized the
maney for application as a partial payment
against his Federal tax llabliity, Pictured
below (i. to r.) are Martin Pollner, Diractor
of Law , Treasury N
Daniel Casey, Narcotics and Dangerous
Drugs Directar; and Eliiott Gray, Director of
internal Revenue, Manhattan District.

Tha money so neatly stacked on the desk in
the picture above Is shown here in its hid-
ing place as discovered by Service agents.

Organized Crime and
Strike Forces

There is no glamour in the un-
derworld. Contrary to the image
portrayed on movie and televi-
sion screens and in publications
of fiction, organized crime is a
vicious, dirty business, It is as
real as this year’s tax bill, and it
is characterized by violence. In
the past year, for example, gang-
land violence erupted to take the
lives of seven men in a ten day
period.

The Government combats organ-
ized crime through the Strike
Force concept’ which melds the
investigative resources of vari-
ous Federal agencies. Although
all Federal law enforcement
agencies participate, the Internal
Revenue Service supplies more
than half of the agent manpower
to the 18 Strike Forces strategi-
cally located throughout the
country. Agents from the Audit,
Intelligence, and Alcohol, To-
bacco, and Firearms Divisions
participated in the program. This
year, Service activity in the Strike
Force . Program established new
records in criminal and civil en-
forcement.

The protection of witnesses in
the Service's probe of the under-
world is a difficult task. In coop-
eration with other law enforce-
ment agencies, the Service pro-
vides around-the-clock protec-
tion when needed, and, where
necessary, assists in the reloca-
tion of witnesses and their fam-
ilies.

The success of any program is
measured by its results. During
fiscal year 1972, invesitgative ef-
forts by the Service helped to
produce 355 indictments. Other
accomplishments follow,

A grand jury returned an indict-
ment against a District Attorney
on charges of filing false income
tax returns and bribery, illegal

gambling, and obstruction of lo--

cal taw enforcement. The same
charges were filed against nine
others, including two high rank-
ing police officers and major op-
erators of itlegal gaming devices.

Strike Force investigations re-
sulted in indictments against the
world's largest manufacturer of
slot machines and pinball ma-
chines, the company's president,
and several others, including two
brothers of the area's crime boss.

investigative efforts produced an
indictment of a United States
Congressman. The Congressman
is charged with income tax eva-
sion, perjury before the grand
jury, and consipracy to impede
the administration of the Internal
Revenue laws. The conspiracy
charge alleges that the Con-
gressman assisted the former
Mayor of Jersey City and the for-
mer Jersey City Council Presi-
dent in concealing a large
amount of cash to hide their true
income tax liabilities.

Hugh Addonizio, a former Mayor
of Newark, Anthony La Morte,
former Public Works Director,
and Joseph Biancone, syndicate
enforcer, lost final appeals to the
U.S. Supreme Court and began
serving ten year sentences. The
U. 8. Attorney remarked: “The in-
carceration of former Mayor
Hugh J. Addonizio gives confi-
dence to all decent law abiding
citizens that those who abuse
and corrupt their high politica!
office for their self-enrichment
can be brought to account within
our judicial system.”

Anthony Russo pleaded guilty to
charges of failure to file corpo-
rate tax returns for two firms in
which he was the principal offi-
cer. He received 18 months im-
prisonment and a $50,000 fine.

Investigation of a conspiracy in
Kansas City resulted in the in-
dictment and arrest of an organ-
ized crime figure involved in nar-
cotics traffic, prostitution, in-
come tax evasion and hidden
ownership in taverns.

Donald Dawson, described as
one of the biggest interstate
bookmakers in the Midwest, re-
ceived a prison term of one year.
The Service is assisting othér
agencies in bringing faw violators
to justice. This is especially visi-
ble within the operations of vari-
ous Strike Forces. In Detroit, the
Service turnished information to
the Federal Bureau of investiga-
tion on loan sharking operations,
and coordinated with other ele-
ments in identitying night clubs
owned by organized crime sub-

jects but titled in the names of -

nominees.

The Service continues to receive
outstanding cooperation from the
Royal Canadian Mounted Police.
They were especiaily helpful in
the recent location, identificaiton,
and apprehension of a fugitive
who had entered Canada under
an assumed name. The fugitive
has been returned to the United
States to face trial on a '$700,000
tax evasion charge.

Strike Force investigators also
combat corruption in govern-
mental agencies. This year they
uncovered a conspiracy to de-
prive the poor people of Calumet,
Indiana of benefits from the food
voucher program. Investigative
efforts resulted in the conviction
of Davage Minor, a former inves-
tigator in the office of the Calu-
met Township Trustee. He had
funnelled food vouchers intended
for the poor through local gro-
cery stores, and split proceeds
between public officials and the
store owners. Two other employ-
ees of the Trustee's office en-
tered guilty pleas to charges of
tax evasion and received prison
terms.
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In a recent investigation, using
the team approach, agents inves-
tigated a notorious organization
purportedly engaging in multi-
kilo narcotics trafficking, gam-
bling, and prostitution. They were
assisted by tweilve agents from
the offices of the City District At-
torney, City Sheriff, City Police
Department, State Bureau of Nar-
cotics, U. S. Bureau of Narcotics
and Dangerous Drugs, and the
Bureau of Customs. The com-
bined efforts produced probable
cause for search warrants, 20 ar-
rests, and numerous leads to tax
evasion cases.

New procedures and techniques
reduce the time required for
completing financial investiga-
tions. The use of computers will
facilitate scrutiny of the finances
of each of the drug traffickers.
By computerizing this informa-
tion each year, the Service will
be able quickly to examine each
trafficker targeted under the pro-
gram.

Foreign Financial Transactions
Newly issued Treasury Regula-
tions under Public Law 91-508
require financial institutions to
retain records that will facilitate
reconstruction of international
and ' domestic banking transac-
tions, The same regulations also
require reporting international
transportation of currency or
monetary instruments in amounts
exceeding $5,000.

The Service participated in draw-
ing up treaties which would per-
mit agents to obtain tax informa-
tion from countries whose bank
or economic secrecy laws have
been used in evasion schemes.
The proposed mutual istance

The Service concluded a signifi-
cant criminal tax case involving
use of foreign facilities when
Irving Braverman and Sidney
Rosenstein received sentences
in the Seuthern District of New
York, and paid fines of $100,000
each. Braverman and Rosenstein
are manufacturers’ representa-
tives who specialized in sales to
military post exchanges. The gov-
ernment contended that Braver-
man and Rosenstein secretly
formed a Liechtenstein company
and diverted untaxed commis-
sions to that company’s account
in a Swiss bank. Criminal
charges included the evasion of
income taxes totalling more than
$1,600,000.

New Developments in the
Firearms Program

The conversion of the National
Firearms Registration and Trans-
fer Record to an automated sys-
tem of filing and retrieval is near
completion. The Service has
placed approximately 200,000
records of registrations and

Results of criminal action in firearms cases

Action

Indictments and information

treaty with Switzerland is one in-
stance in which the Service made
significant  contributions. The
Service also developed informa-
tion on the need for treaties with
other countries whose financial
facilities are used to impede en-
forcement efforts.
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Di: total

Plea guilty or naio contendere
Convicted after trial
Acquitted

Nol-prossed or dismissed

transfers of firearms and de-
structive devices in the Miracode
Retrieval System. The system
provides instant response to field
inquiries and eliminates misfiling,
while saving space, time, and
manpower,

Firearms experts developed bul-
let trap and sound measurement
instrumentation to test silencers.
The equipment has been used
successfully at several court
trials.

Firearms Program Intensified
In 1972, the Service expended
1,146 investigator man-years on
firearms work, up 299 man-years
from 1971. Firearms investiga-
tions produced 3,341 criminatl
cases, arrests of 2,507 violators
and the seizure of 7,142 firearms.
These figures compared with
2,785 criminal cases, 2,223 vio-
lators arrested and 7,995 fire-
arms seized in 1971.

Service investigations of the ac-
tivities of 62,423 licensed gun
dealers increased in 1972. These
investigations disclosed 3,143
purchasers of firearms who had
criminal records, used fictitious
names, or furnished other false
information in purchasing fire-
arms. Additional accomplish-
ments under the Firearms pro-
gram are set forth in the table
below.

Number of defendants
mwn 1972
1,906 2,645
1,691 2,420

784 1,118

3rn . 448

114 168

421 =4

Firearms Licenses and Permits
In 1872, Service investigators
made 31,259 license application
investigations and 31,164 compli-
ance investigations, compared to
20,088 applications investigations
and 23,684 compliance investiga-
tions in 1971. Under the import
provisions of the Gun Control
Act, the Service received 22,320
permits to import 1,199,614 guns
compared to 26,658 permits cov-
ering 964,122 firearms processed
in 1971,

Federal Gun Control
at Work

The effectiveness of the Federal
firearms laws in bringing crimi-
nals to justice is best iliustrated
by actual cases. A few examples
follow:

in Connecticut, two employees of
a firearms manufacturer stole au-
tomatic rifles from the plant by
breaking down, concealing and
removing the parts and reassem-
bling the rifles. The defendants
sold the stolen rifles to eight per-
sons. One of the rifles is believed
to have been used in a bank rob-
bery in New Britain, Connecticut.
The defendants have been
charged with unlawfu! receipt,
possession and transfer of un-
registered firearms and with en-
gaging as a firearms dealer with-~
out a license. Their associates
have been indicted on six counts
in companion cases by reason of
the sale of six of the stolen fire-
arms to undercover investigators
in New York.

A gun store in New Hampshire
was robbed of 44 weapons, in-
cluding shotguns, rifles and
handguns. The stolen firearms
were subsequently transported to
Massachusetts where they were
sold to a “fence.” Service inves-
tigators gathered sufficient infor-
mation to obtain arrest warrants
for 21 defendants.

After an intense Service investi-
gation, three defendants were
convicted in Miami, Florida, for
manufacture and possession of
firearm assassination kits. They
received prison terms of 20
years.

An undercover investigation by
the Service resulted in the pur-
chase of an illegal machine gun
from a member of a radical
group. A subsequent seizure in-
volved explosives, hundreds of
rounds of ammunition, and eight
additional machine guns.

Service investigators arrested a
defendant and raided an illegal
machine gun factory. Machine
guns, silencers, and miscellane-
ous parts were seized.

Seizures and arrests for firearms viotations
item

Seizures:
Firearms
Destructive devices
Vehicles
Property (appraised value)
Arrests

Service investigators seized 7,841
firearms and destructive devices
in 1972. Weapons such as those
pictured below, seized in New
York State, pose a potential
threat to the well-being of all citi-
zens. The weapons seized includ-
ed sawed-off rifles and shotguns,
automatic weapons, and destruc-
tive devices.

On March 13, 1972, Service In-
vestigators in Honolulu, Hawaii,
arrested four men after the un-
dercover purchase of two sawed-
oft shotguns and one sawed-off
rifle. It was later they learned
that one of the subjects, armed
with a handgun at the time of
arrest, had intentions of killing
the Service and Customs agents
assisting in the case. The mur-
der of the agents, was to take
place immediately after the shot-
gun sale. It was prevented by the
quick action of backup agents
on the scene.

A :ha) 1972

number 6,910 7,142
do 1,085 899
do 344 237
doltars 844,613 669,703
number 2,223 2,507

Weapons selzed by ATA&F investigators In
New York state.
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Bombs and Explosives

The assignment of jurisdictional
responsibility for Title X! of the
Organized Crime Control Act of
1970 has led to the development
of new procedures and tech-
niques for perfecting cases in-
volving destructive devices, ex-
plosives, incendiaries, and other
materials.

Some significant cases investi-
gated by the Service involving
use of explosives follow:

In January 1972, Service investi-
gators assisted by the Woburn,
Massauchusetts Police Depart-
ment arrested 15 persons on
charges of conspiracy to make
incendiary bombs, making and
possessing incendiary bombs,
and destruction of a motor ve-
hicle. The arrests climaxed a 15-
month investigation of firebomb-
ings of a school in North Woburn,
Massachusetts.

Investigation of a bomb incident
in Chattanooga, Tennessee, led
to the arrest and conviction of a
long-time whiskey violator. An-
alysis of parts of the bomb dis-
closed the latent prints of the
individual arrested.

IS

Service investigators raceive practical train-
ing In bomb scene &earches.
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In February 1972, Service investi-
gators working undercover foiled
a piot to blow up railroad junc-
tions and electric transmission
lines in the Lehigh Valley of
Pennsylvania. They seized eleven
bombs, numerous firearms, and a
quantity of dynamite.

The babblings of an attempted
suicide victim recovering from an
overdose of barbituates caused
Alcohol, Tobacco and Firearms
investigators to spend a day and
a half in a boobytrapped farm
house. Two investigators acting
on the victim's information pro-
ceeded to his house located
some 45 miles from town. They
were stopped at an improvised
roadbiock by two deputized farm-
ers armed with shotguns who
stated that they had heard that
the suspect was crazy and was
in the vicinity. After identifying
themselves, the investigators pro-
ceeded. Several miles later they
were again stopped by the same
deputies and asked to identify
themselves again. They said that
the suspect was very clever and
might have disguised himself as
a government man.

Once again allowed to proceed,
the investigators arrived at the
farm house to find it equipped
with a high fence, a watch tower
and a two-wheel cannon made
from well casing and fired remote-
ly by an electrical device. They
found the fence gate equipped
with a buzzer and microphone.

As one investigator moved to use
the buzzer, the other grabbed his
arm and pointed to a wire lead-
ing to a mound of dirt at their
feet. Both investigators immedi-
ately took cover in a ditch only
to discover another wire and
mound of dirt beneath them.
Neither bomb detonated.

Noting suspicious diggings near
the house and suspecting the
yard might be mined, the investi-
gators borrowed horses from a
nearby pasture and stampeded
them through the yard. No mines
or bombs detonated.

Upon approaching the house, the .
investigators saw four sticks of -

capped dynamite taped beneath
the porch and a wire leading into
the house. Closer examination
showed all windows and doors
rigged with electrical switches.
Since the regular entries to the
house could not be used, the in-
vestigators entered by means of
a hole sawed in the living room
wall.

In a bedroom of the unoccupied
house the investigators found a
bomb made of 238 sticks of dy-
namite wired to the house circuit.
Various other rooms in the house
contained 19 bombs.

They then began the long proc-
ess of decapping the dynamite
and defusing the bombs. By trac-
ing the lead wires, the investiga-
tors discovered that the bombs
were connected to a telephone
type control panel with key and
toggle switches designed to re-
motely fire the charges collec-
tively or one at a time. They ren-
dered all the devices safe and
removed them.

The suspect and owner of the
house was an unemployed elec-
trician. He was deeply in debt
and planned to blow himself up
along with any officers who might
try to arrest him. He received a
sentence of 10 years in prison for
illegal possession of 23 destruc-
tive devices.

Training in Bomb

Scene Searches

Alcohol, Tobacco and Firearms
investigators received intensive
training in bomb scene searches
necessary to carry out their re-
sponsibility of enforcing Title XI
of the Organized Crime Control
Act of 1970 (Regulation of Ex-
plosives). The intent of the act is
to curb the criminal misuse of
explosive materiais and regulate
the legitimate explosives industry.

Assistance to State and

Local Law Officials

The Alcohol, Tobacco and Fire-
arms Division provided extensive
investigator training to State and
local law enforcement agencies
in a program sponsored by the
Law Enforcement Assistance Ad-
ministration of the Department of
Justice.

Results of criminal action in explosives cases

Action

Number of cases
Number of defendants
Explosives seized (Ibs.)

The instruction spans investiga-
tory skills and techniques, law
(rules of evidence and criminal
procedure), and such functional
training as bomb scene searches,
use and handling of expoisives,
and firearms .investigations.

During fiscal year 1972, the Serv-
ice conducted six, two-week and
two, one-week investigator train-
ing schools for State and local
officers in Maine, Vermont, Geor-
gia, Virginia, Texas, New York,
lowa and Nebraska.

A series of 15 lesson plans, in-
corporating texts and various vis-
ual aids in the explosives area
assisted State and local law en-
forcement.

Congressman Dante Fasceli com-
mended this training in a speech
to the House of Representatives
(Congressional Record, March 8,
1971):

1971 1972
69 266
66 406
1,702 4,325

“Mr. Speaker, one of the unsung
but most effective proponents of
improved cooperation and coor-
dination among Federal, State
and local law enforcement agen-
cies is the Alcohol, Tobacco and
Firearms Division of the Internal
Revenue Service. Charged with
weighty and growing responsibil-
ities, under recent congressional
enactments pertaining to explo-
sives and firearms, among its
many other responsibilities, the
Alcohol, Tobacco and Firearms
Division has fashioned an over-
all enforcement program, includ-
ing comprehensive formal train-
ing and cooperation with State
and local agencies, which is or
should be a model for emulation
by other Federa! enforcement
agencies.”
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New Responsibility

The Service played a key role dur-
ing the past year in the nationwide
program to combat inflation. On
August 15, 1971 President Nixon
announced a 90-day freeze on
most prices, wages, and rents.
The President’'s Executive Order
created the Cost of Living Coun-
cil as a major policy making
body. Simultaneously, the Office
of Emergency Preparedness
(OEP) took over responsibility to
implement, administer, and en-
force the Economic Stabilization
Program,

On August 19, OEP redelegated
responsibility to the Internal Rev-
enue Service to establish local
service and compliance centers.
Staffs at the centers provided in-
formation to the. pubiic, investi-
gated complaints, and monitored
compliance with the stabilization
program,

Because of the minimum of ad-
vance notice of its new responsi-
bility, the Service had little time
to develop planning programs to
handle the volume of inquiries
and investigations that quickly
followed.

Since no precedent body of
knowledge, experience, or pro-
cedures existed, an innovative
program followed. The first week
of operation brought 120,000 in-
quirles and more than 4,000
complaints of violation, During
the 90-day freeze, which came to
be known as Phase I, the Service
developed a responsive and flex-
ible program to meet its respon-
sibilities under the Economic
Stabllization Program.

Background of Phase Il

On October 15th, the President
issued an Executive Order provid-
ing the legal foundation for the
postfreeze program, or Phase Il
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The Order continued the Cost of
Living Council as the major pol-
icy body, and created the Pay
Board and Price Commission.
The Pay Board develops stand-
ards and criteria for pay adjust-
ments consistent with program
objectives, and the Price Com-
mission develops standards and
criteria for price and rent ad-
justments.

The role of the Service was to
receive inquiries and complaints,
carry out investigations and per-
form other related duties, as the
OEP moved out of the Stabiliza-
tion Program.

Verbal and Written Inquiries Phase |
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IRS Organization and
Manpower for Stabilization
Activities

On November 14, 1971, Phase !l
emerged as an ongoing operation
and the President assigned the
Service the responsibllity for en-
forcement of the program. The
Service established an Office of
Assistant Commissioner (Stabiii-
zation) at the National Office and
counterpart offices at regional
and district offices. With this or-
ganization, the Service provides
enforcement services at each of
the 58 district offices and at 302
local service and compliance
centers.
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Manpower for the program con-
sists of full time stabllization em-
ployees and other employees
transferred from tax administra-
tion tasks. They include such as
revenue agents, tax auditors, rev-
enue officers, taxpayer service
representatives, special agents,
and appellate conferees.

From November 15, 1971 to June
30, 1972, the Service answered
2,320,358 oral inquiries and 102,-
324 written inquiries. The Na-
tional Office responded to 14,083
special executive, policy board,
congressional, and pubilic in-
quiries.

The program involves complex
stabilization Issues, increasing
the need for technically proficient
professionals. Revenue agents
pertormed much of this work.

Verbal and Written inquiries Phase tf

Recows
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The Cost of Living Council for-
mulates broad policy decisions,
while the Pay Board and Price
Commission establish specific
criteria and policy objectives.
Additional delegations of authori-
ty from the policy bodies permit
the Service to make a variety of
wage and price determinations,
to issue rulings, and to resolve
price violations.
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Compliance Program

The objective of the compli-
ance program is to monitor infla-
tionary leaders or companies
with a high degree of visibllity
in the community, as well as to
respond to consumer complaints.
There are four principal types of
investigations:

(1) major investigations of in-
dustry leaders, initiated by
the Cost of Living Council,
Price Commission, Pay
Board, or the Interna! Rev-
enue Service;

(2) follow-up investigations of
firms who fail to file re-
quired reports with the Pay
Board or Price Commis-
sion, or whose reports
showed excessive profit
margins;

(3) investigations of consumer
complaints;

(4) locally Initiated investiga-

- tions of inflationary leaders.

The Service develops monitor-
ing techniques and guidelines
after making preliminary surveys
of industries. For exampie, the
Service performed a full-scale
monitoring investigation of the
retail food industry. Service per-
sonnel drafted a medel audit plan
for food retailers for use in other
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major food compl jance inves!iga- Complaints of Alleged Violations Phase |

tions. Other full-scale monitoring
investigations span the textile
industry, the ferrous metals in- R
dustry, the lumber and paper in- )
dustry, wholesale meat packer
industry, meat retailer industry,
and the machinery and equip-
ment mahufacturing industry, as
well as investigations of institu-
tional health providers and pro-
tessional service firms, From Jan-
vary 1, 1972 to June 30, 1972, the
Service investigated 426 large
firms, and ensured compliance
with rollbacks or refunds orders.

Receipts
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Complaints of Alleﬁed Violations
Phase Hl
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Exceptions and
Exemptions

When regulations create extreme
hardship or gross inequity, ex-
ceptions and exemptions provide
relief. An exception is a waiver
of one aspect of the regulations
for a specific firm or individual.
An exemption is a general waiver
from the regulations for certain
classes or property.

In March, 1972, the Pay Board
delegated authority to the Serv-
ice to approve or deny excep-
tions for wage and saiary adjust-
ments. This affected employee
units of fewer than 1,000 persons,
and shortened the time for a citi-
zen to receive an answer to his
request for a pay exception. The
Service received over 10,000 re-
quests for pay exceptions with
the delegated authority.

tor

Number or
Receipts
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Price Adjustment Exemptions
In May, 1972, the Price Commis-
sion delegated authority for ex-
ceptions in all rent and price
cases involving firms with annual
sales or revenues of $50 million
or less. During the post-freeze
Phase, the Service processed
over 4,000 requests for excep-
tions to the price regulations.

Frequently, persons requesting
an exception are unaware that
their proposed action is within
the boundaries of the wage-price
guidelines, and allowable with-
out requiring an exception. For
this reason, Service representa-
tives work with the applicant in
initially determining whether it is
necessary to file a formal excep-
tion application.
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Exemptions

In April 1972, the Cost of Living
Council delegated authority to
the Service to deny exemption
requests that are the same as, or
substantially the same as exemp-
tions that the Council previously
considered. To date, the number
of exemption requests has been
small, limiting the scope of Serv-
ice action In this area.
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Appeals Program
Regulations provide for appeal at
the local level. Persons may ap-
pea! decisions on interpretations
and requests for exceptions or
exemptions. The Service issues
formal notice in instances of de-
nial and the appeliant may ap-
peal further to the Cost of Living
Council, the Pay Board, or the
Price Commission,

As of June 30, 1972, the Service
received 2,557 appeals and re-
solved the majority at the district
level.

Notices of violations are not sub-
ject to appeal, but the alleged
violator may request a hearing.
Foliowing the hearing, the Serv-
ice withdraws the notice of viola-
tion or refers it to an Assistant
United States Attorney for pos-
sible prosecution.

Stabilization Programs
The programs described above
break down into two major cate-
gories: those that assist and an-
swer questions from the public;
those that ensure compliance
with stabilization regulations. The
accompanying chart displays the
major Phase Il programs and
compares the manpower ex-
pended on each of the programs
during the past year.

PERCENTAGE OF
MANJOWER EXPENDED

ON MAJOR
STABILIZATION PROGRAMS

st B
111571 thogers 6387
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Stabilization Support
Activities

Review of Proposed
Regulations

The Service reviews all regula-
tions proposed by the Cost of
Living Council, the Pay Board,
and the Price Commission to
help insure that the public under-
stands them. This review helps
the policy bodies recognize when
enforcement of a proposed regu-
lation would require an undue ex-
penditure of manpower, when
proposed regulations are vague
or inconsistent, or when enforce-
ment of a particular provision
would result in-severe inequities.

Publications Explaining
Stabilization

The emphasis on voluntary com-
pliance called for a program to
convert complex economic reg-
ulations into plain-language. The
Service approached this in two
ways: first, developing compre-
hensive publications to explain
regulations on a particular sub-
ject; second, developing a series
of publications for selected seg-
ments of the economy. The Serv-
ice sends reproducibie copies of
publications to associations or
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organizations for distribution to
their members and for reproduc-
tion in their periodicals. For ex-
ample, “Posting Requirements
for Retailers” went to 180 retail
associations for distribution to
atl member retailers. In this way,
distribution is widespread and
reaches hundreds of thousands
of interested persons. In many
cases, retailers, employers, and
iandlords obtain additional cop-
ies for distribution to their cus-
tomers, employees, or tenants,
claritying the provisions of the
price, wage, and rent controls.
Thus tar, the Service has dis-
tributed 12 million copies of pub-
lications. :

Post-Review Necessary for
Uniformity

The National Office has primary
responsibility for insuring tech-
nicab accuracy, unitormity, and
consistency of all stabilization
actions. It accomplishes this by
analyzing closed stabilization
cases relating to interpretations;
identifying significant technical
or procedural errors; and taking
corrective measures. The objec-
tive is to maintain quality and
uniformity to encourage citizen
support and voluntary compli-
ance.

Stabilization
Accomplishments

The Service works hand-in-hand
with the Justice Department in
developing litigation cases. Sta-
bilization investigators are in fre-
quent contact with Assistant U.S.

. Attorneys to assist in documenta-

tion of cases. Notices of Viola-
tion. go to large firms only after
case reviews by the Department
of Justice.

From November 15, 1971, to June
30, 1972, the Service received
105,502 consumer complaints.
Subsequent investigations re-
sulted in the issuance of 1615
Notices of Violation.

In one case, a Federal Grand
Jury indicted the landlord of a
low-rent apartment complex for
stabilization violations. The land-
lord allegedly raised rents ex-
cessively and then forced ten-
ants, under threat of eviction, to
sign statements saying the in-
Crease was for maid and answer-
ing services. The charge carries

a maximum penalty of five years -

in prison and a $10,000 fine.

Another price case involved a
Corporate chain of resort hotels
which raised room rates without
notitying the Price Commission.
The Justice Department has
asked the court to impose civil
Penalties of $109,500 and to or-
der refunds of approximately
$50,000.

From November 15, 1971 to June
30, 1972, the program involved
11,045 rollbacks of excessive in-
creases in prices, wages, or
rents. A bank in Detroit rolled
back excessive rentals on safety
deposit boxes and refunded
$6,000 to 1,983 customers. A
major professional football team
rolled back set prices, affecting
the ticket prices paid by the ex-
pected season’s attendance of
706,000 fans.

The Service handled more than
3.7 million stabilization inquiries,
mostly centering on rent issues.
Most compliance programs dealt
with price actions, except for the
appeais program which primarily
invoived wage cases. The Serv-
ice is adjusting to the need for
additional technical personnel
by apportioning more manpower
to compliance programs and by
increasing the number of revenue
agents used in the program.

Rollbacks of Excessive Increases in Prices,
Wages and Rents
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STABILIZATION
MANPOWER
ALLOCATION
FISCAL YEARS
1972 AND 1973

FISCAL YEAR 1972
{ACTUAL)

Compliance
Programs
56%
FISCAL YEAR 1973
{PLANNED}
39







roreign Posts’

Mission Restructured

The Service operates permanent
posts staffed by Revenue Service
Representatives in ten major
cities around the world. These
posts in Bonn, London, Maniia,
Mexico City, Ottawa, Paris, Rome,
Saigon, Sao Paulo and Tokyo
provide important contact points
with U.S. citizens and business
entities overseas.

Revenue Service Representatives
devote time to a variety of activi-
ties, including servicing requests
tor information from foreign tax
officials, acting as liason between
U.S. and foreign tax authorities in
resolving cases of double taxa-
tion or other inequities arising
under tax treaties, and providing
information and guidance to U.S.
citizens with tax problems.

Overseas Audits—

A New Development

Until 1972, the Service handled
most audits of returns filed by
taxpayers overseas through cor-
respondence. In some cases
Service personne! at foreign
posts carried out intermittent
audits, assisted by agents from
Washington on short assign-
ments.

Recent surveys pointed to a
need to expand overseas audit
activity to counter a growing
noncompliance probiem.

Under a new program, the Serv-
ice details teams of revenue
agents and tax auditors to the
Service’s overseas posts. The
agents work throughout the area
covered by each post, while au-
ditors examine returns and do
related work at the post itself.
Each agent-auditor team usually
is stationed abroad from four to
six months, After this tour of
duty, a replacement team takes
over, assuring year-round con-
tinuity.
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Teams perform compliance
checks, make collateral examina-
tions, provide taxpayer assist-
ance, hold conferences, and han-
dle delinguent returns and col-
lections cases. They work with
permanent Service personnel sta-
tioned at foreign posts who are
familiar with the area and its
problems.

Worldwide Taxpayer
Assistance Programs
For the past 19 years the Service
has provided a worldwide tax as-
sistance program, In 1972, the
overseas taxpayer assistance

program encompassed visits to I
102 cities in 56 countries by spe-
cialiy trained Service personnel
who heiped more than 31,000 |
persons prepare their tax returns. |
t
|

The program offered tax semi-
nars in 78 foreign cities. The
Service tailors seminars to in-
form and assist all U, S. taxpay- '
ers residing in the foreign area, }
and arranges them to aliow for
a presentation by the tax assistor
on tax rules, a question and an-
swer session, and a return prep-
aration period.

Approximately 1,000 servicernen
received several days of income
tax instruction at bases abroad.
After completing training, they
provided assistance to many
other members of the military
community,

Barbara Stratton (tight), @ member of the over-
seas taxpayer assistance team helps a US.
citizen in Rome. Assistance is given at various
locations in more than 100 loreign cities.

Developing Cooperative
Contacts Abroad

in 1972, U.S. and foreign tax au-
thorities met to discuss ways of
improving exchanges of informa-
tion, and expediting relief to tax-
payers involved in double taxa-
tion.

From these exchanges, more ef-
fective procedures for interna-
tional cooperation will evolve,
aiding equity to taxpayers and
deterring tax avoidance prac-
tices.

A continuing program of mutual
assistance is conducted with tax
authorities of the possessions of
the United States and with the
Commonwealth of Puerto Rico.
It includes exchanges of infor-
mation, joint audits, and assist-
ance in collection of tax. A tax
administration accord recently
concluded with Puerto Rico for-
malized and expanded an exist-

. ing policy of cooperation. A pre-

vious agreement reached with
tax authorities of Guam resolved
potentat conflicts in tax deter-
minations, particularly those in-
volving allocation of income be-
tween sources in Guam and the
United States.

Extension of Federal
Unemployment Tax to
Americans Overseas

Prior to 1972, the Federal Unem-
ployment Tax Act did not apply
to citizens of the United States
and Puerto Rico who worked in
foreign countries. Recent
changes in the law apply the tax
to U.S. citizens and citizens of
Puerto Rico who work outside
the United States or Puerto Rico,
if they qualify as employees of
American employers, The tax
does not apply to money earned
in Canada, since these earnings
are covered by a reciprocal un-
employment compensation agree-
ment, nor to services performed
in the Virgin Islands. Thus, with

the latter exceptions, Federal un-
employment tax and related un-
employment benefits {or their
counterparts under the agree-
ment with Canada) now extend to
the farge group of citizens work-
ing for American employers over-
seas.

Withholding Tax—A Key
Collection Tool

A withholding tax is imposed on
investment income from sources
within the United States before it
is remitted to nonresident alien
payees. Tax is withheld at a rate
of 30 percent or, in most cases,
at reduced rates as speclfied in
treaties.

Tax and information returns filed
by withholding agents serve sev-
eral purposes. They help secure
compliance with U.S, tax laws
and provide information for de-
linquency checks; they provide a
source of data for foreign tax
authorities; and they are useful
in making fiscal projections and
planning Service programs.

The chart below summarizes in-
come received by nonresident
aliens and foreign corporations,
and U.S. tax withheld. This in-
cludes additional tax withheld
and remitted by foreign banks
and other nominees on behalf of
clients who are not residents of a
treaty country, and thus not en-
titled to reduced treaty rates.

Tax withheld from payments to nonresident alien porsons of treaty and nontreaty coun-

tries-calendar year 1970

Thousands dollars

Taxfrom Number of
Tax with- foreign informa-
held by govern- tion docu-
domestic ments ments
withhold- or with- filed by
ing holding = Totaltax withhold-
Country Income agents apants withhsld inp agents
Treaty countries:
Australia 3.457 548 548 5,157
Austria 1,934 230 230 5,027
Belgium 27,196 3,544 438 3,982 12,565
Former Belgian o/s . . i
Territories 586 92 92 759
Canada 238,216 27.469 3,283 30,7582 254,643
Denmark 2,664 179 179 2,083
Fintand 607 45 45 340
France 70,147 7.364 118 7,482 20,607
Federal Republic of
Germany 48,479 4,297 4,297 95,550
Greece 1,451 302 302 2,910
ireland 4,259 468 468 4,030
Italy 15,387 1,718 1,718 14,825
Japan 31,864 3,231 3.231 3.6
Luxembourg 16,749 3.010 628 3,638 2,766
Netheriands 189,604 13,504 273 13,777 8,531
Netherlands Antilies 91,250 4,499 5 4,504 1,854
New Zealand 593 82 82 1,086
Norway 2,168 266 266 4,905
Pakistan 188 22 22 164
Sweden 10,055 693 693 5,011
Switzerland 310,522 39.733 25,001 64,734 46,289
Trinidad and Tobago 73 16 16 2
Republic of South
Africa 1,462 384 384 1,490
United Kingdom 297,241 34,877 474 35,351 49,310
U.K. overseas territ. 4,692 944 944 3,935
Nontreaty countries 88,241 22,376 22,376 108,129
Total 1,458,985 169,893 30,220 200,113 655,893
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The following graph shows a
sharp rise in the amount of taxes
withheld over the period 1961
through 1970, refiecting the size-
able growth of foreign investment
in the U.S. economy.

Increase in Tax Withheld
trom Pa: to
Non-Resident Alien Persons
of Treaty and Non-treaty countries~
Calendar Years 1961-1970
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Negotiating New Tax
Conventions—A

Continuing Program

The United States and Norway
signed a new income tax conven-
tion at Oslo on December 3, 1871,

The existing convention will re-
main in effect until instruments
of ratification of the new conven-
tion are exchanged. The United
States also concluded an agree-
ment with the Republic of China
for the purpose of granting relief
from double taxation on earnings
derived from the operation of
ships and aircraft by corpora-
tions or citizens of the two coun-
tries. The agreement became ef-
fective upon exchange of notes
at Taipei on February 26, 1972,

These developments reflect a
continuing program to extend the
U.S. tax treaty network to addi-
tional countries and to modern-
ize existing treaties. The new
Norwegian convention, for ex-
ample, takes into account
changes in U.S. and Norwegian
tax taws and in the tax treaty
area which have occurred since
adoption of the prior convention.
To the extent that technical and
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policy factors permit, the new
convention follows the model tax
convention prepared by the 23-
nation Organization for Economic
Cooperation and Development.

Technical Assistance In
Tax Administration

The Tax Administraiton Advisory
Staft (TAAS), formerly known as
the Foreign Tax Assistance Staff,
assists foreign governments
wishing to improve their tax ad-
ministration, and coordinates ex-
change of personnel between the
internal Revenue Service and
state and local governments and
universities. The latter is a newl
acquired responsibility. :

This new activity is conducted
under the Intergovernmentai Per-
sonnel Act of 1970, and involves
temporary exchanges or assign-
ments of officials for projects re-
lated to tax administration. Major
objectives are to strengthen state
and local tax agencies and to im-
prove the effectiveness of Fed-
eral-state/local tax operations.

Under the intergovernmental Personnel Act of
1070, the Service assigns ofiiclals and technl-
cians to work with state and locel tax agen-
cles to strengthen tax administration and in-
crease the efiectiveness of Federai-state/lgcal
tax operations. Pictured above (I. to r.) are

TAAS provides technical assist-
ance in tax administration to de-
veloping countries that request it.
The latter program involves on-
site assistance as well as train-
ing for foreign tax officials within
and outside the United States
and is financed by and admin-
istered in collaboration with the
Agency for International Devel-
opment. The program is coordi-
nated with activities of the inter-
American Center for Tax Admin-
istrators (CIAT), the Organization
of American States, the United
Nations, other multi-country or-
ganizations and various founda-
tions.

This year, Commissioner Walters
led the U. S. delegation to the
6th General Assembly held at
Asuncion, Paraguay.

Edward A. Dore, a Service ofiicial on assign-
ment to the State of Virginia; Linwood Holton,
Governor of Virginia; and W. H. Forst, Virginia
Tax Commissioner.
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Active Country Programs
This is the tenth year in which
the Service has provided tech-
nical assistance to developing
countries. Long-term advisory
teams served in Bolivia, Brazil,
Colombia, Costa Rica, Dominican
Republic, El Salavador, Guate-
mala, Guyana, Honduras, Jamai-
ca, Nicaragua, Paraguay, Trini-
dad and Tobago, Uruguay and
Viet Nam. The teams are staffed
by IRS technicians who generally
serve two years of duty. They are
aided by specialists on short-
term assignments drawn from the
Service and occasionally from
state and local governments.

Service personnel conducted sur-
veys of the tax administration
systems of Barbados and Zambia
to identify major weaknesses,
propose solutions, and outline an
approach for strengthening their
systems.

46

The request from the Government
of Zambia reflects a rising inter-
est within Africa for the kind of
technical assistance the Service
has been extending throughout
the world. Service representa-
tives arranged meetings with_tax
officials of the East Africa Com-
munity, Liberia, the Economic
Commission for Africa and oth-
ers. During the year, Liberia be-
gan implementing recommenda-
tions made during a 1970 survey.

Host countries continued to make
gains in audit, collections, proc-
essing of tax returns and remit-
tances, taxpayer education, train-
ing, organization, and manage-
ment. This progress is reflected
in increased voluntary compli-
ance and rising revenue receipts.

Each year the Service is host to many foreign
tax officlals. Pictured above (/. to r.) are John-
nie M. Wailers, Commissioner of Internal Rev-
enue; J. C. Duignan, Cheirman of the lrish
Revenua Commissioners; S. P. Bedtord, Col-
tactor General of the Irish Inland Revenue;
and Raymond F. Harless, Deputy Commis-
sioner of internal Revenue.

Foreign Visitors

During the year, 452 foreign tax
officials came to study and ob-
serve tax administration in a se-
ries of courses offered under the
International Tax Administration
Training Series (INTAX), and to
participate in programs specialy
designed to fit their needs. The
courses covered the major func-
tions of tax administration, and
the observation sites included
state and local agencies as well
as Service instaliations. Visitors
this year came from 59 countries
and ranged from subcabinet offi-
cials to technicians.

3052 Ofticials trom

101 Countries Were Trained in
The United States

in Past Ten Years

va e 12 e wn e

Inter-American Center of
Tax Administrators
(CIAT)

GIAT is an organization of tax
administrators from 23 countries
in North and South America. It
continues to attract world-wide
attention as an organization de-
voted to self-help in tax adminis-
tration. CIAT's technical semi-
nars on audit, automatic data
processing, and tand tax admin-
istration draw participants from
ali parts of the world. Its monthly
newsletter and technical materi-
als generated by seminars and
general assemblies receive
world-wide distribution. CIAT
also arranges for the exchange of
technical missions among mem-
ber countries. It is a mode! for
regional organizations under con-
sideration in Asia, the Middle
East, and Africa.
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LG WG W Uie gl Lounsel
(under the supervision of the
Treasury Department) performs
the legal work of the Internal
Revenue Service. It renders opin-
ions to Service officials on sub-
stantive legal questions and pro-
vides technical assistance to the
Treasury Department’s legislative
program.

The Chiet Counsel represents
the Commissioner in trying and
in helping to settle cases dock-
eted in the Tax Court. This chap-
ter covers general activities in
the legal area. important court
actions are included in the ap-
pendix beginning on page 94.
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1ax Court

Litigation Activity

Tax Court cases on hand as of
June 30, 1972 amounted to 12,-
625, as compared to 12,192 a
year earlier. New cases totalled
8,949 for the year and the Court
disposed of 8507. Dispositions
included 880 decided by the Tax
Court on the merits, 954 dis-
missed, and 6,673 closed by stip-
ulated agreement of the parties.

The Supreme Court decided one
case, which had originated in the
Tax Court, in favor of the Gov-
ernment. The Tax Court entered
523 opinions involving 824 cases.
It decided 288 cases for the Gov-
ernment, 84 for the taxpayer, and
151 partially for the Government
and partially for the taxpayer. In
addition, the Tax Court entered
191 Summary Opinions involving
200 Small Tax Cases. In this area
the Tax Court decided 111 for
the Government, 29 for the tax-
payer, and 51 partially for the

Results in Tax Court cases

Government and partially for the
taxpayer. The Courts of Appeals
rendered 177 opinions involving
308 Tax Court cases; 121 favored
the Government, 36 favored the
taxpayer, and 20 partially favored
the Government and partially fa-
vored the taxpayer.

in the trial or settlement of cases,
the Tax Court awarded the Gov-
ernment $133 million in taxes
and penalties out of $401 million
placed in issue, and held for the
Government $9 million out of $12
million in overpayments claimed
by taxpayers. At the end of the
year, $1.6 billion remained in in-
ventory to be contested in the
Tax Court. (The next three tables
show comparable statistics for
the last 5 fiscal years.)

The fourth table shows the record
in trial courts (Court of Claims,
U.S. District Courts and U.S. Tax
Court) having jurisdiction of Fed-
eral tax cases.

Deficiencies

penalties Amounts
Fiscal ! asserted recovered Recovery

year ' ¢ ) { )
1968 5,944 $313.875 $ 98,825 31.48
1969 5,831 393,699 145,589 36.98
1970 : 6,564 400,092 130,724 32.67
1971 7,560 391,605 143,913 36.75
1972 8,507 400,631 132,984 33.19

Cases disposed of by settlement
Yotal
Deficiencies

Total
penatties Amounts Overall
Fiscal asserted recovered Recovery

year [{ ) )
1968 5,058 $281,785 $ 82,215 29.18
1969 4,776 329,938 118,974 36.06
1970 5,343 352,328 105,447 29.93
1971 6,197 316,997 100,788 31.79
19872 6,673 350,129 106,301 30.36

Cases disposed of by trial?

TFotal
number
of cases

Fiscal disposed
year N of
1968 611
1969 783
1970 763
1971 806
1972 880

Total
Deficiencies
and Total
penalties Amounts Overall
asserted recoverad Racovery
( ) ¢ ) [

$29,131 $13,859 47.57
59,798 22,888 38.28
44,926 22,654 50.43
52,998 21,779 41.09
41,132 17.371 42,23

! Figures for settled and tried cases do not add to overall totals, which include 2 smali

number ot cases dismissed.

Trial court case record

Court of Claims District Courts Tax Court
Action 1971 1972! 1971 1972z 1971 19723
Decided in Favor of Government 16 16 207 218 407 494
Decided in Favor of Taxpayer 6 51 147 116 100 156
Decided partially for the taxpayer
and partially for the Government 4 3 70 56 280 374
156 opinions rendered involving 70 cases.
2323 opinions rendered involving 390 cases.
3714 opinions rendered nvolving 1,024 cases.
Tax in litigation
(in thousands of dollars)
Tax Court Refund
iitigation
Taxes and Over- refund
Status Total penalties payments suits
Pending Juiy £$2,118,791  +$1,45],453 r$143,623 $523,715
Received 722,549 567,008 15,330 140,211
Disposed of 547,539 400,631 12,491 134,417
Pending June 30 2,293.801 1,617,830 146,462 529,509
Amount saved 227,986 132,984 . 9,058 85,944
Results in refund suits and trials ined)
(Amounts are in thousands of dollars)
Amounts
of A tin d
Fiscal Year cases dispute notretunded not refunded
di of h
dollars) dollars)

Al refund suits

1,296 $ 94,607 $ 39,856
72,670

1.563 120,059
1,160 84,356 50,262
1,091 106,223 48,323
1,442 134,417 85,944
1,118 50,703 23,562
1,394 97,500 56,992
1,053 49,246 26,401
938 63.816 39.841
1,292 85,629 51,916
178 43,504 16,294
169 22,559 15,678
107 35,110 23,861
153 42,407 8,482
150 48,788 34,028

Civil Litigation

Refund Litigation Activities
This year, the Refund Litigation
Division closed 1,442 cases leav-
ing a total of 3,167 cases pending
at the end of the year. In the pre-
ceding year it had closed 1,091
cases.

The Supreme Court rendered
three decisions in tax refund
suits, sustaining the Govern-
ment's position in two of the
cases. In the preceding year the
Supreme Court rendered one de-
cision in a refund suit sustaining
the Government’s position.

Of the 136 opinions rendered by
the Courts of Appeal (involving
1585 cases), 89 favored the Gov-
ernment, 37 favored the taxpayer,
and 10 decisions partially favored
the Government.

The amount involved in pend-
ing refund litigation cases in-
creased slightiy to $529.5 miition,
from $523.7 million at the start of
the year. This increase resulted
from the receipt of new cases
totalling $140.2 million and the
disposal of cases totaliing $134.4
million. The $140.2 miliion in new
cases compares to $134.1 million
in the preceding year. The 1,442
refund suits disposed of during
the year resulted in refunds of
$48,474,000, consisting of $1,444,-
000 refunded pursuant to Court
of Claims judgments, $7,044,000
refunded pursuant to district
court judgments, and $39,985,000
refunded as a result of settle-
ments. The total refund of $48,-
474,000 represents a recovery by
the taxpayer of about 36.06 per-
cent of the amount of $134,417,-
000 involved in completed refund
suits. In these refund suits, the
Government  successfully de-
fended its position with respect
to $85,944,000 of the amounts
claimed for refund. (Comparable
statistics for the 5 fiscal years
appear in the table at left.)
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Stabilization Legal
Services

The Office of the Chief Counse!
to the IRS established a Stabili-
zation Division on November 14,
1871, and appointed an Assistant
Regionat Counsel (Stabilization)
in each of the seven Regiona!
Offices. The Division provides in-
terpretative advice and guidance
to the Assistant Commissioner
(Stabilization), field offices, and
the public. It issues rulings and
reviews reguiations issued by the
Cost of Living Council, the Price
Commission, and the Pay Board.
The Assistant Regional Counsels,
(Stabilization) provide interpreta-
tive guidance on rulings issued
by the Stabilization Division and
on regulations issued by the pol-
icy bodies.

The Service published 292 rul-
ings during the fiscal year. These
included: 60 Cost of Living Coun-
cil Rulings; 192 Price Commis-

. sion Rulings; and 40 Pay Board

Rulings. It also issued 157 pri-
vate rulings. Requests for recon-
sideration are filed with the Of-
fice of Chief Counsel and appeals
are filed with policy bodies.

Case Disposals By Office of Chief Counsel

Number of Cases

197t

1810,

One of the first published rul-
ings involved the question of
whether wage increases are al-
lowable costs. Early in Phase Il
of the Economic Stabilization
Program a potential confiict sur-
faced between the goais of sta-
bilizing prices and stabilizing
wages and salaries. Price in-
creases can occur if justified by
sufficient allowable cost in-
creases, such as wages and sal-
aries. If the Pay Board approves
an increase in wages of 55%
then the firm can automatically
raise prices to compensate for in-
creased costs. Price Commission
Ruling 1971-3, 38 Fed. Reg.
23661 (1971) held that wage pay-
ments including fringe benefits
in excess of 5.5% per year are
not generally allowable costs.

A situation arose on price post-
ing requirements for drugs. Many
states prohibit a pharmacist from
posting prices for drugs. Relying
on the Supremacy Clause of the
Constitution, Price Commission
Ruling 1972-28, 37 Fed. Reg.
1412 (1972) required the posting
of drug prices despite states laws
to the contrary.

Toss
wn asm
Bl o

I -
3

1 7,617
6382
3,338
Genersi o Alcohol Eoforcemenl  Relund Stabdzabon  Other
Ligution Court Tobaceo & Litgation Litigation
Litgstion Finern
Litigation
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A ruling of wide impact in the
price area is 1972-13, 37 Fed.
Reg. 765 (1972). It deals with al-
lowing a manufacturer to in-
crease prices over the base
price, only to refiect allowabie
costs in effect on November 13,
1971 and cost increases after
that date. The question arose
whether the manufacturer can
raise prices oniy on a dollar-for-
déltar basis or on a percentage
basis which would allow a profit
element in the new price. The
Ruling held that the manufac-
turer can raise prices by the
same percent that costs increase
if the price increase did not
cause the manufacturer's profit
margin to exceed his base period
profit margin.

Another ruling deals with the re-
lationship between price in-
creases and the base period
profit margin. Price Commission
Ruling 1972-208, 37 Fed. Reg.
13192 (1972) held that if proof ex-
ists that a firm would have had a
smaller margin without a price
increase, the profit margin limi-
tation is in violation.

Pay Board Ruling 1972-32, in-
volved parties to a contract who
agreed that.any portion of the
increase in wages and salaries
not allowable under the Stabili-
zation Program would be the
subject of a supplemental wage
provision after lifting of the con-
trots which would provide the
full value of the wage increase
denied. The ruling held that the
value of this provision would be
chargeable against the 5.5 per-
cent wage and salary limitation.

Regulations issued include pro-
cedural rules with respect to
disclosure of the results of eco-
nomic stabilization investiga-
tions; rules relating to stabiliza-
tion matters before the Service;
and the authority of Service em-
pioyees and the Department of
Justice to inspect stabilization
records for tax administration
purposes.

General Litigation

Legal Services

General litigation case receipts
increased sharply over the pre-
ceding year. Although disposals
also increased {from 11,810 cases
in 1971 to 13,320 in 1972} the in-
ventory of pending cases at the
end of the year stands at 7,429,
an increase of 555 cases over
1971. Increased receipts oc-
curred at National Office and
field levels and related to cases
in litigation and non-court cases,
such as advisory opinions. Re-
ceipts at the field level for 1972
included 6,996 cases in litigation
and 6,336 non-court cases, as
compared to 1971 field receipts
of 6,765 cases in litigation and
5,840 non-court cases. National
Office receipts for the year in-
cluded 279 cases in litigation and
246 non-court cases, as com-
pared to 1871 figures of 199 and
260, respectively. Field disposals
for 1972 included 6,698 cases in
litigation and 6,226 non-court
cases, in comparison to 1971 dis-
posals of 5,911 cases in litigation
and 5,544 non-court cases. For
detailed statistics on case re-
ceipts and disposals, see tables
18 through 25 on page 125

The Supreme Court did not ren-
der any decisions in the generat
litigation area during the year. It
did grant certiorari in one case.
Courts of appeals received and
denied 10 petitions for writs of
certiorari. The decisions in the
general litigation area involve is-
sues relating to the collection of
Federal tax claims and liens, and
matters concerning injunctions
and civil enforcement of the In-
ternal Revenue summons. The
summons cases continue to rep-
resent a major area of litigation
at the appellate level. Summaries
of some of the general litigation
cases begin at page 96.
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The Office of the Chief Counsel
furnished substantial legal serv-
ices in connection with disclo-
sure of information, non-collec-
tion matters, and matters arising
under the Freedom of informa-
tion Act (R U.S.C. 552). General
litigation supervisors and law-
yers participated in training ses-
sions held in the regions in the
Advanced Technical Training
Program for Revenue Officers
and the Special Procedures Sem-
inars. They also rendered exten-
sive legal assistance and per-
formed many services which did
not relate to docketed cases,
such as reviewing district office
collection cases and furnishing
advice on administrative proce-
dures.

Interpretative Activities
Personnel of the Chief Counsel's
Office participated with other
technical personnel in solving ur-
gent problems. They also re-
viewed all revenue rulings prior
to publication. Many questions of
significant impact arose, such as
the foliowing:

In the partnership area, Chief
Counse! personnel participated
in the preparation of Rev. Proc.
72-13, 1972-2 1.R.B. 26, which
establishes the conditions neces-
sary before the Service will con-
sider issuing advance rulings
concerning classification of an
organization as a limited partner-
ship where a corporation is the
sole general partner. The two
tests that must be satisfied are:
(1) that the timited partners will
not own directly or indirectly, in-
dividually or in the aggregate,
more than 20% of the stock of
the corporate general partner or
any affiliates; and (2) if the cor-
porate general partner has an
interest in only one limited part-
nership and total contributions to
that partnership are less than
$2,500,000 the net worth of the
corporate general partner at all
times will be at least 15% of such
total contributions or $250,000,
whichever is lesser, and if the
total contributions to the partner-
ship are $250,000 or more, the
net worth of the corpordte gen-
eral partner at all times will be at
least 10% of the total contribu-
tions.

Attorneys in the Interpretative Di-
vision considered the treatment
of a lessee’s gain or loss upon
the sale of a leasehold of land
where the lessee uses the lease
in his trade or business but is not
a dealer in leases. The publica-
tion of Rev. Rul. 72-85, 1972-9
LLR.B. 15, resolved the matter by
concluding that such a lease
hold is property used in the trade
or business for purposes of Code
1231,
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gTiviLe dIWINeys parucipaiea in
the preparation of Rev. Rul. 72~
315, 1972-26, LR.B. 8, which
holds that all finance charges on
revolving charge accounts at re-
tail stores are deductible as In-
terest under Code Section 163
(a). They considered retated is-
sues in connection with Rev.
Rul. 72-100, 1972-10, I.R.B. 9,
which deals with the reporting of
interest income by the lender and
the interest deduction on an in-
stallment loan where the note re-
quires, in the event of a prepay-
ment, computation of interest by
the Rule of 78's method.

As in the past, tax exempt or-
ganizations received a great deal
of attention. In one case, Service
attorneys considered whether an
international  exposition com-
memorating historical events and
cultural achievements and ex-
hibiting products of various na-
tions qualifies for recognition of
exemption under Code Section
501 (c) (3). Rev. Rul. 71-545,
1971-2, C.B. 235 held that the
organization qualified for the
exemption.

Another probtem involved the tax
status of abortion clinics that op-
erate on a nonprofit basis and
provide abortions for indigent
women.
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Legislative Activities
Legislative Assistance

The Office of Chief Counse! pre-
pared reports and summaries on
fifteen bills in the alcohol, to-
bacco, firearms, and explosives
area for the Treasury Depart-
ment. Attorneys also prepared
comments for departmenta! use
on five legislative proposals.

Revenue Legislative

Assistance Provided

The Service provided technical
assistance to other offices of the
Treasury Department and to
committees of Congress in de-
veloping legislation and legisla-
tive proposals relating to internal
revenue matters. This assistance
invoived (1) preparing informa-
tion reports, technical reports,
drafts of bills and accompanying
technical explanations and other
data relating to legisiative mat-
ters, and (2) attending public
hearings and congressional com-
mittee meetings. Most of the ac-
tivity involved efforts toward leg-
islation enacted during the year.

The Service also conducted re-
search and study projects in-
voiving tax administrative prob-
lems and unintended benefits
and inequities with a view toward
corrective legisiation.




Introduction

The Service's planning activities
encompassed complex subjects
such as the new Asset Deprecia-
tion Range System, a restructur-
ing of the income tax withholding
system, a system for detecting
unallowable tax return items
prior to audit, planning for rev-
enue sharing, Federal collection
of state income taxes, and fult
use of information documents for
delinquency checking and in-
come reporting.

Summaries of some of the more
important developments follow.
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Office of Industrial Economics
The Service organized an Office
of Industrial Economics as a di-
vision of Planning and Research
early in fiscal 1972, with re-
sponsibility for recommending
changes in definitions of asset
guideline classes and in the as-
sociated depreciation and repair
norms necessary to the new
Class Life Depreciation Range
System, The Office is staffed by
economists and engineers who
formulate plans for the future col-
lection and analysis of tax re-
turn data. These professionals
collect information from trade
sources to serve as a basis for
applying the Class Life System to
various types of real and per-
sonal property, particularly com-
puters, and such activities as
shipbuilding, communications,
commercial fisheries, and animat
husbandry. From these sources
they make recommendations for
new asset classes and for revi-
sion of asset classes and their
depreciation and repair guide-
lines.

The Class Life System affords
taxpayers the opportunity to de-
termine reasonable allowances
for depreciation on property for
which the Service has estab-
tished guideline classes, pro-
vided taxpayers adhere to pre-
scribed accounting and reporting
rules, Taxpayers electing the
Class Life System may also elect
to use a guideline repair allow-
ance rule for the determination of
allowable repair and mainte-
nance expense.

Storage and Retrieval of
Images of Returns and

Related Documents (STAR)
The Service continued a test to
study costs and benefits of using
microfilmed images in lieu of
origina! documents at the Cin-
cinnati Service Center and the
Cleveland District Office. By film-
ing pages of all retumns and re-
tated documents there is no need
to extract documents from the
files. Users can make new
images or photocopies with
view-printers. Microfilm images

permit faster response to tax-
payer correspondence, and more
efficient service to taxpayers who
visit District Offices.

Technical Reference
information -
Researchers tested an automate
technical reference system this
year. Computers stored technical
information from the U.S. Code,
the Cumulative Bulletin, Index
Digest Supplements, and se-
lected court decisions. Attorneys
and technical personnel at the
National Office and the Cincin-
nati District searched this data
base via remote terminals. Users
input key words or phrases, and
in response, the terminals dis-
played relevant citations, ab-
stracts, or text.

Remittance Processing
System (RPS)

The Service tested a program to
modernize the clearing, deposit-
ing, and crediting of taxpayer's
checks through an automated
Remittance Processing System.

The heart of the RPS is a new
computer device which verifies
the taxpayer’s identification and
remittance amount and signals
the operator to insert the check
into the system. The check then
moves past print stations where
it is automatically encoded with
the remittance amount and en-
dorsed, with the complete audit
trail printed on the reverse side.
The operator then places the ac-
companying document, such as a
return or bill, into the numbering
station for imprinting of the doc-
ument number and remittance
amount.

Benefits of this new system in-
clude rapid posting of credits to
tax account files, and a better
audit trail to facilitate payment
tracers.

Research Programs

In 1972 the Service directed re-
search toward (a) improving the
withholding system (b) devel-
oping proposed legislation to
promote the quality of tax return
preparer services; (c¢) designing
a system to administer Federal
collection of state income taxes;
(d) providing data for use in
Federal revenue sharing; (e} for-
mulating a plant to extract bene-
fits from information documents;
and (f) implementing the em-
ployee plans master file system.

To counter underwithholding
problems inherent in the Tax Re-
form Act of 1969, Congress
passed new legistation. It in-
cluded: (a) restructuring the with-
holding system to provide only
one low income allowance per
family in a dual employment sit-
uation; (b) incorporating the dol-
lar limitation into the withholding
system on the standard deduc-
tion; and (c) adding a seventh
withholding rate and bracket to
the previous six-rate schedule.
The purpose of these changes is
to withhold the full amount of tax
liability up to a wage level of
about $25,000 for single persons
and $31,000 for married couples
where only one spouse works.

To avoid excessive withholding,
the law provides for a special
added withholding allowance (ex-
cept in dual employment situa-
tions) and a liberalization of the
rules for ciaiming additional with-
holding allowances due to large
itemized deductions.”

Tax Return Preparers

In response to growing com-
plaints alleging incompetent and
unethical performance by some
tax return preparers, the Service
made a comprehensive study of
pending Congressional bills and
other proposals to remedy the
situation. The Service consulted
professional organizations and
leading commercial tax retumn
preparing companies. Commis-
sioner Walters presented the
problems as well as the Service’s’
efforts to deal with them at a
public hearing of the Legal and
Monetary Affairs Subcommittee

of the House Committee on Gov-
ernment Operations. Pending
proposals are:

1. Imposing a statutory penalty
of from 10 to 25 percent of the
deficiency in tax (caused by
the preparer} on the preparer

. who knowingly understates
income or overstates deduc-
tions, exemptions, or credits.

2. Authorizing the Government
to apply to a District Court for
an injunction to prevent fur-
ther preparation of returns by
preparers who consistently
prepare false or deficient re-
turns.

3. Establishing a penalty on the
preparer of approximately $5
for each retum which he fails
to sign.

4. Requiring each preparer to
furnish an annual information
return listing all of their client
taxpayers with their identifica-
tion numbers.

The Service is also considering
the preparation of model courses
and course materials for the use
of schools and universities who
offer instruction In tax return
preparation.

Federal Collection of State
Individual Income Taxes

The Congress is considering leg-
islation to authorize the Service
by agreements, to collect and ad-
minister State individual income
taxes. A State would have to con-
form its individual income tax law
closely to the Federal law before
agreements could be made.

Under the proposed legislation,
Federal administrative and judi-
cial procedures would apply to
the coliection of State income
tax. The Service would collect
state withholding and estimated
income taxes under the same
procedures applicable to Federal
taxes.

This legislation would require re-
design of the Service's systems
and procedures—including modi-
fications in tax forms, instruc-
tions, regulations, internal oper-
ating procedures, and master file
systems.

Employee Plan Master

File System

The Service developed & new
master file system for employee
pension, profit-sharing, and other
deferred compensation plans. It is
similar to the Business Master
File and Individua! Master File,
and links employer entities with
adopted plans, the trusts or funds
through which they finance their
plans and the fiduciaries of these
trusts or funds. The system will
ald the Service in selecting re-
turns for audit, in detecting non-
filers, and in providing manage-
ment information for monitoring
the employee plan and fund area.
As part of the President's five-
point program for pension reform,
the Departments of the Treasury
and Labor have undertaken a
study of the nature and extent of
employee benefit losses resulting
from termination of certain quali-
fied pension and profit-sharing
plans.

Revenue Sharing

Legislation is pending in Con-
gress for sharing Federal reve-
nue by State and local govern-
ments. Under this legisiation, the
Service would extract data from
Federal individudl income tax re-
turns to determine the amounts
of Federal assistance to States
and local government units. Tax-
payers will provide their actuat
place of residence rather than
mailing addresses on their tax
returns since this will determine
the allocation of revenue sharing
funds. The Service is developing
changes in 1972 individual in-
come tax forms and instructions
and redesigning and reprogram-
ming data processing procedures
to provide required data by the
fall of 1973.
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Total Information Document
Utilization Program

A plan for the creation of a wage
and other Income information
tape file incorporates ali of the
useable information documents
as a base for conducting more ef-
fective income and employment
tax enforcement programs. This
program should increase tax-
payer compliance and revenue
by pinpointing delinquent return
leads and assuring that payers
and payees have properly re-
ported all income and withheld
taxes,

Federal-State Cooperation

The Service expanded programs
for Federal-State cooperation in
1972. Tax administrators in 41
States, and the District of Colum-
bia and Puerto Rico, now receive
uniform data on magnetic tape
from the Service’s Individual
Master File, Only 32 States re-
ceived data in the previous year.
With the exception of Nevada
and Texas the Service has en-
tered into agreements for ex-
change of tax Information with
all States, and the District of
Columbia and Puerto Rico. Over
one-half of these agreements
conform to the mode! designed
to reflect recent changes in
Federal and State tax administra-
tion.

Long-Range Planning System
Develops Program Plans

In 1971, the Service re-examined
its long-range planning process
and subsequently developed a
new System which is a simplified,
fiexible version of the Planning,
Programming, and Budgeting
System (PPBS). The new system
defines the nature and size of the
tax administration job, develops
goals, proposes and analyzes dif-
ferent programs, establishes con-
crete program objectives, pro-
vides the basis for budgeting re-
sources and for evaluating effec-
tiveness in terms of objectives.
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Regional Commissioners increas-
ingly are participating in the
long-range  planning process
through their review of program
issues and assumptions, and
through conferences devoted to
review of program plans.

The Taxpayer Compliance
Measurement Program

The Compliance Measurement
Program (TCMP) is the Service's
major iong-term scientific re-
search program., The program
uses statistical survey techniques
to determine how well taxpayers
are complying with tax laws.
TCMP provides a basis to com-
pare the size of the tax adminis-
tration job versus the amount of
the job being done. By highlight-
ing significant non-compliance
problems, it allows the Service's
program development effort to
focus on the areas most in need
of attention.

TCMP information is also neces-
sary to develop the Discriminant
Function formulas used to select
high error probability returns for
examination.

Analytical Studies
Sharpen Program
Development

The Service conductad a number
of analytical and organizational

studies during the year. These in-
clude:

Discriminant Function
Formulas Developed for

Small Corporation Returns

A compteted TCMP survey of cor-
porations with assets of less than
$1 miliion is helping to develop
discriminant function formulas to
select small corporations’ returns
for examination. The Service will
install the new classification sys-
tem in 1973.

Enforcement Operations in
Hazardous Duty Areas

The Service initiated a study of
the hazards to enforcement per-
sonnel working in inner city areas
with a high incidence of violent
crime, Major focal areas of the
study include the exclusive use
of office audit techniques for re-
turns from these areas, and im-
proved coordination of account
collection activities.

Measuring the impact of
Compliance Programs

The Service is conducting two
studies to develop methods for
measuring the impact of enforce-
ment programs on taxpayer com-
pliance.

The first study attempts to
examine the deterrent effect of
the returns examination program
on compliance. Information on
the tax reported on returns in the
years before and after audit will
help determine whether audit in-
creases the amount of tax re-
ported in subsequent years.

The second study will use spe-
cialized statistical methods to
determine the effects of the Serv-
ice’s audit program, other IRS
compliance programs, and social
and economic factors on levels
of compliance for a cross section
of taxpayers.

Statistics of Income
Highlights

Estimates of individual income
and business receipts published
in the Statistics of Income re-
ports reflected continued growth
in the U. S. economy.

individual taxpayers reported ad-
justed gross income of $632 bil-
tion on tax year 1970 returns, up
4.7 percent from 1969, Taxable
income was $401 billion after al-
lowing for personal exemptions
and deductions. Changes in in-
dividual filing requirements and
increased deductions granted
certain low-income taxpayers in
the Tax Reform Act of 1969
dampened the amount of the
1970 increase in income.

Receipts reported on business
returns increased to more than
$1.9 trillion. Corporations alone
accounted for $1.6 trillion of tax
year 1970 receipts, while cor-
porate profits increased to $83
biltion. In the unincorporated
area, proprietorships reported re-
ceipts of $238 billion and profits
of $33 billion; partnerships had
profits of $9.8 billion on receipts
of $92 biltion.

The table below focuses on the’

frequency and amount of per-
sonal deductions and exemptions
claimed on individual income tax
returns. The total amount of de-
ductions and exemptions for tax
year 1970 was approximately 28
percent greater than that for
1966. This growth resulted mainly
from the tremendous increase in
itemized deductions, up aimost
62 percent in the period.

Individual incoma tax returns: Number of returns, personal deductions and exemptions

ttem

All indivigual returns, total

Standard deduction returns?
ttemized dedyction returns

Number of exemptions

Total and

Amount of exemptions .
Amount of standard deduction
Amount of itemized deductions

1temized deductions by type:
Taxes total

Real estate taxes
State and local income taxes
Other taxes

Interest paid, total

Home mortgage interest
Other interest paid

- Contributions
Medical and dental expenses
Other deductions

The chart at the top of the next
page reflects the large increase
in deductions itemized on indi-
vidual income tax returns. In the
period 1966-1870, deductions for
State and local income taxes,
real estate taxes and home mort-
gage interest rose by 121 per-
cent, 58 percent, and 41 percent
respectively. Over the longer pe-
riod 1960-1970, the tota! amount
of taxes deducted more than
tripled (up 205 percent) and de-
ductions for interest paid has
almost tripled (up 184 percent).

Chart B on the next page pic-
tures how the returns that indi-
viduals filed for 1970 and the tax
liability they reported are dis-
tributed in terms of the size of
tax.

Income year

1966 1967
70,160 71,652
41,500 41,877
28,550 29,774

194,862 193,036
193,363 200,543
116,977 118,822
21,820 22,103
54,565 59,523
17,468
7.315
4,006
5,925
14,971 Not .
tabulated
8,142
5,830
9,122
7.681
5,322

1 Includes returns with no adjusted gross income.

1968 1969 1970
(Thousands)
73,729 75,834 74,286
41,693 40,914 38,827
32,030 34,915 35,459
201,288 206,197 264,187
{Million doltars)
212,024 225,555 248,143
120,773 123,718 127,574
22,074 21,627 32,370
69,177 80,210 88,199
24,360 32,045
9.362 . 11,559
6,499 8,997
8,481 11,489
19,545 Not 23,895
tabulated
9,822 12,898
8,723 A 10,997
11,139 12913
8,438 10,588
6,647 8,752
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Percent Change in Deductions Itemized
on Federal Individual Income Tax
Returns Since 1960

{Brsad o0 Legiabative
and Ecavoatic Changes)

Significant Developments for
the Tax Models in 1972

The use of a larger computer for
processing tax files with a stand-
ard programming language meant
more flexibility and greater speed
and production capacity in tax
model operations.

The Service developed tax mod-
els nine years ago to develop
estimates of the revenue effect of
proposed tax legislation. Each
model consists of the application
of generalized computer pro-
grams to specially formatted data
files made up of samples of tax-
payer records.

The models are valuable tools for
fiscal, administrative, and eco-
nomic planning.

The uses of tax model tabulations
can be shown by reference to the
Revenue Act of 1971, The Service
developed statistical tables to
simulate the revenue effects of
the proposed restoration of in-
vestment credit provisions. After

Returns Filed Projections
Returns filed projections serve as
a basis for planning activities
throughout the Service. The Serv-
ice revises the projections each
year to include changes in tax
law and to incorporate the most
recent thinking in economic and
demographic expectations.

Selected Types of Returns Filed in 1971, and Projected for 1973, 1975, and 1980 by Calendar Year

Between 1965 and 1970, the tota!
number of returns filed increased
almost 11 milllon, with much of
the increase occurring in indi-
vidual returns. Between 1970 and
1972, the total number of returns
dropped almost 3 million. This is
largely traceable to changes in
filing requirements for individuals
and other provisions of the Tax
Reform Act of 1969, and the Rev-
enue Act of 1971.

Present indications are that the
total number of returns to be
filed will begin to grow rapidiy
starting in 1973, and by 1975 will
exceed 120 million returns and
should reach 132 million by 1980.

Projections of some major cate-
gories of returns are shown in
the table below.

(Thousands)

, Aciu‘al Projected Change
) enactment, the Service devel- Type of Return 1971 1973 1975 1980 1971-1980
,‘| oped further simulations to pro- Total returns 111,374 114,843 120,069 131.819 18.4
Il H .
i ject the number of retums to be Individual, total 75.392 77.425 81.864 91,618 215
[y filed, categorized by complexity.
i AGI under $10,000! 51,402 48,981 47,710 44,271 13.9
E In the past year other Govern- AG! $10,000 and over 23,990 28,443 34,154 47,347 97.4
ment agencies made use of tax Fiduciary 1,232 1,374 1.553 1,978 60.5
model data. The Depanment of Partnership 1,005 1.026 1,042 1,083 7.7
I g Agriculture requested tabulations Corporation 1,833 1,965 2,108 2,480 35.3
0l . v
i concerning farm income by type Forms 1120, 1120 Special, total 1,542 1,640 1,741 2,021 31.0
W of income and geographic re- Assets unaeorosso,ooo7 682 703 739 837 22.8
K ion- i in~ Assets $50,000 under $1 millicn 757 821 876 1,028 35.8
S . ,9'°"’."'e Small Busmess Admin Assets $1 million or more 103 116 126 155 50.2
; istration requested income data Form 1120.S, 1120.01SC and
” ' Chart B. Number of Returns and Amount of Tax, Percent Distribution by Size of Tax Liability, 1970 {or partnerships and proprietor- 1120% 290 325 364 459 58.3
" . ships by size of receipts, indus- . Em
, ployment 21,909 22,981 23,141 23,754 8.4
{ PERCENT OF RETURNS TAX UABLLITY PERCENT OF TAX trial classification, and State; the Estato and Gift 371 385 423 527 40’9
. N xem: rganization R
f s o recently established Cost of Liv- Excise 700 740 730 301 576
ing Council requested corporate Other? 8,359 8,424 8,663 9,396 12.4
sales data bx industrial CI‘:"SS”" NOTE: Detai! may not add because of rounding. Data by size class are estimatad.
i n2 1 o 300 v cations and size classes tailored 2 In addition to Form 1040, includes Forms 1040A, 1040C, NR, PR, and SS.
N i Includes Form 1120 returns with assets not reported. .
o to the Council’s purposes. ?Includes Forms 7, 8, 11, 118, 11C, 678 through 1971, 4705, 4706, 4707, 4708, 1040ES, 7004, 7005, 2438, and 1042.
Ji . »s 900 cnter 31008 e
)
:4
' e $L000 wwder £3.900 543
: .
[ 1 £5080 mew 530000 m2
I
G & 138500 = v s1
l . e 0% 0% o o % o :
[
N

f
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Financial Developments
The Service's fiscal year 1972
budget totaled $1.1 billion, pro-
viding for an employment leve!
of close to 73,000. Administration
costs amount* to approximately
one-half of one percent of tax
collections.

A number of internal organiza-
tional developments in 1972
brought important budgetary
changes to the Service. Late in
FY 1971, the Secretary approved
changes in the IRS organization
that resulted in a newly desig-
nated appropriation: Accounts,
Collection and Taxpayer Service
(ACTS). Under this alignment,
revenue accounting and returns
processing functions, formerly an
appropriaiton in themselves, Col-
lection (Formerly in Comptiance),
and an expanded taxpayer serv-
ice program were combined to
torm the new appropriation.

In the shift of the Alcohol, To-
bacco, and Firearms Division to a
separate bureau within Treasury,
the Service lost 4,000 man years
and $73.7 million of its appropria-
tion which were shifted to the
new AT&F Bureau.

Cost Reduction and
Management improvement
Efforts Yield Substantial
Savings

Cost reduction and management
improvement programs saved the
Service $11.2 million in 1972.

Of the total savings realized, $3.4
million is attributable to 9 major
projects, several of which appear
eisewhere in this report. Hun-
dreds of operational improve-
ments accounted for the balance
of $7.8 million.
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Recruitment Efforts
Successful In Face of
Requirements

Two developrents had some im-
pact on the 1972 recruitment
effort. First, a government-wide
requirement to reduce the aver-
age grade level caused the Serv-
ice to recruit new employees at
the lowest possible grade level.
The Service had to hire at GS-4
or GS-5, instead of the more
usual GS-7 level. A targe number
of qualified candidates accepted
GS-5.

The other development invoived
cancellation of special salary
rates for accountants and accel-
erated promotions from GS-5 to
GS-7 for revenue agents and
special agents.

Man-Years Authorized and Realized

Service Employee Nominated
as Outstanding Federal
Handicapped Employee

The Service nominated Miss
Patricia Porembski, a cerebral
palsy victim and a Tax Examiner
at the North Atlantic Service
Center, for the Outstanding Fed-
eral Handicapped Employee of
the Year. The Civil Service Com-
mission honored her at a cere-
mony on April 6th, during which
each finalist received a special
citation from Mrs. Tricia Nixon
Cox. At a subsequent ceremony
Patricia received a plague as the
IRS nominee. Other nominees
awarded IRS plaques are: Joseph
Cihanowyz, Librarian, Newark

District; James A. Gray, Tax Ex-

aminer, Jacksonville District; and
Reese Neison, Accounting Tech-
nician, Ogden Service Center.

Percentage

Appropriation "o1an
Salaries and expenses 1,560
Accounts, collection and

taxpayer service 23,110
Comptiance 45,281
Total . 69,951

increase 1972 over 1971

Note:
Deli and Returns
Collection & Taxpayer Service in 1972,

1972 1971 1972 1971 19872
1,687 1,566 1,660 100.4 98.4
36,555 22,125 36,089 95.7 98.7

34,502 45,045 34,188 99.5 99.1
72,744 68,736 71,947 98.3 98.9

142,793 +3,211 + .6

transferred from Compliance to Accounts,

P e

Plaques Presented for
Distinguished Work
Twenty-six persons received
ptaques for their distinguished
work for the Service's handi-
capped. Twenty-two are Service
workers, while four are from out-
side the Service.

President’s Committee
Commends the Service on
Employment of the
Handicapped :
In a letter to the Commissione
on December 9, 1971, Chairman
Harold Russell of the President's
Committee on Employment of the
Handicapped referred to the
Service as “an agency doing an
outstanding job of opening up
broader opportunities for the
handicapped — many times in
areas where the handicapped
have never worked before.” Mr.
Russell extended his congratula-
tions to the Commissioner and to
“all who have had a part in com-
piling such a splendid record.”
The Commissioner passed on
this tribute to the many Service
employees who have worked with
enthusiasm and dedication on
the program for employing the
handicapped.

The Service continued to make
inroads for employment of deaf
professionals (programmers and
statisticians), the retarded (about
100 are on Service rolls), and the
blind as taxpayer service repre-
sentatives, (71 in 42 districts, 50
cities, 35 states). -

nant who the
of a new job at the Fresno Service Center.

lo do &
good job for the Service. Patricia Porembskl
conquered cerebral palsy to pursue full-time
employment as the Senior Tax Examiner at the
Brookhaven Service Centor. This year she
was presented with an award s an outstand-
ing hendicapped Federal employes. Shown
feft to right are Commissioner Walters, Patrl-
cla_Porembsk!, Patricia Nixon Cox, and Jayne
B. Spain at the ceremony.

i

Although contined to a wheelchalr since birth,
Donad Peterson, pictured at his desk in the
Ogden Service Center, was one of 272 porme-




Roy Kumpe, Executiva Director, Arkansas En-
terprises for the Biind, receives a plaque for
his distinguishod work in beheif of the Serv-
ice's handicapped. Seventy biind Taxpayers
Service Representatives have been trained by
the Enlerprise. A. J. Schafter, Director of IRS
Personnel Division, and Nicholas W. Williams,
IRS Coordinator for the Employment of the

made the Pictured
1ol to right: Mr, Schatler, Mr. Kumpe, and Mr.
Wiitlams

Printed Products for the
Visually Handicapped

Last year, the Service produced
"Your Federal iIncome Tax” (Pub-
lication 17) in a form useful for
the visually handicapped. By
using a process of electronic
composition, finished products
appear in braille for the blind and
in large print for the partially
sighted.
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Scholarship Program

Aids Disadvantaged

The Service inaugurated a schot-
arship program for disadvantaged
high school seniors who want to
major in accounting while work-
ing part-time and during summer
vacations. The scholarships pro-
vide employment while students
are not attending coliege, plus
payment of fees and expenses
up to a maximum of $5,000 per
year—the bulk of which is for
salaries.

Union Relations

Successtul negotiations led to
the first multi-unit agreement
with the National Association of
Internal Revenue Employees
{NAIRE). At the same time, the
Commissioner issued policy and
philosophy statements on union-
management relations.

The signing of the agreement on
April 5, 1972, covering all district
offices in which NAIRE has
gained exclusive recognition,
marked the culmination of nine
months of intense bargaining.
The Service and the union started
negotiations on July 8, 1971,
when NAIRE first submitted its
proposals for bargaining, and

continued them through the for-
mulation of management posi-
tions by a national planning com-
mittee.

The agreement covers about 28,-
000 employees in 54 district
offices, marking the first time that
the Service and a Federal em-
ployee union reached a nation-
wide agreement. Among impor-
tant provisions are those dealing
with promotion, travel, griev-
ances, training, and discipline.

The Service anticipates expan-
sion and change in union rela-
tions activities as a result of the
multi-unit pattern of negotiated
agreements which set the tone
for similar agreements covering
service center and regional office
employees.

Gain Achieved in

Equal Employment

Minority group employees and
women made encouraging gains
in alt grades from GS-5 to GS-17.
Twenty-two members of minority
groups and women, assigned to
senior staff and managerial posi-
tions, were at GS-15 level and
above at year's end.

Under changes in Civil Service
standards, the Service now nires
female criminal investigators. The
Service urged supervisors to en-
courage women to compete for
supervisory and managerial jobs
and the number of women serv-
ing at GS-13 and above in-
creased more than 20%.

New Management

Careers Program

The Service implemented a new
Careers Program to fill most
managerial positions.” Major fea-
tures include: establishment of
Regional Boards, thereby placing
reliance on collective judgment;
a comprehensive selection and
development process; selection
in advance of first line super-
visory vacancies where feasible;
required training for those select-
ed for first-line supervisory posi-
tions before assuming new
duties; and continued emphasis
on career development of em-
ployees.

Training Program

Varied and Extensive

The majority of Service jobs re-
quire at least introductory spe-
cialized training. The Training Di-
vision  designed over 300
courses, ranging from clerical
training to executive development
to meet these needs. In 1972,
49,000 employees enrolled in ad-
vanced technica! and profes-
sional skills courses. An addi-
tional 30,000 para-professionals
attended courses in service cen-
ter occupations and nearly 5,500
newly recruited employees re-
ceived training in basic skills.

Commissioner Walters (lell) shakes hands with
Vincent Connety, President of NAIRE, on the
occasfon of the Multi-Unit Agreement signing
in April. The Agreement coversd all district
offices in which NAIRE has gained exclusive
recagnition.

Course Revision Stresses
Quality and Economy

The Service restructured many
basic training programs and re-
moved extraneous materials to
shorten training time whenever
possible.

Typical of these redesigned pro-
grams is the basic training
course for revenue officers. The
revised program deleted 60 hours
of classroom time for each of the
500 revenue officers trained an-
nually. Thig revision will save 14
man-years and $3.5 million each
year.

Similar revisions continue in
basic training courses for tax-
payer service representatives
and revenue agents, Approxi-
mately 1100 taxpayer service rep-
resentatives and 1000 new rev-
enue agents receive training each
year.
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New Techniques at

Training Centers :
The Service completed a network
of field training centers in the
past year. These facilities will
prm‘/.ide more efficient and eco-
nomical training, and allow for
more extensive use of modern
instructional aids such as stu-

- dent-responder systems and

closed-circuit television.

Computer-assisted instruction
plays an important role in train-
ing service center data tran-

-scribers. Some 6,000 employees

received training using this tech-
nique in conjunction with the Di-
rect Data Entry System. Pro-
grammed instruction, algorithms,
and similar techniques extended
the concept of self-instruction.

The year's accomplishments also
included the publication of a
series of program guides. The
guides mark the introduction of a
true management-by-objectives
system into the training area and
have already proved to be practi-
cal, efficient, management tools.

Management Programs
Revised and Unified

The Service revised the Basic
Supervisory Course and began
modifying the Executive Selec-
tion and Development Program to
incorporate it into the new Fed-
eral Executive Deveiopment Pro-
gram.

Changes in the Basic Supervisory
Course included development of
a video training unit on theories
of management and new revised
material on utitization of re-
sources, performance analysis,
union-management relations, and
training and career development.
Revisions to the executive devel-
opment program provide guide-
lines for pre-identification of
managers with high executive po-
tential and establish a system for
insuring continued development
of incumbent executives.
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Plans are also well underway to
unify the Service's various man-
agement development programs.
The goal of the new unified Man-
agement Career Program is to
guarantee uniform, systematic
development by new supervisors
and managers of the skills neces-
sary for performances before ac-
tual assignment to the job.

Effective and Rapid Training
The early stages of the Economic
Stabilization Program (ESP) in-
volved constant change. A self-
instructional Reference Guide in-
cluded materials designed to
enable employees to learn the
new skills needed to perform
their jobs at their work areas. An
instructor's Manual aided in
in teaching stabilization proce-
dures and regulations. These ma-
terials will satisfy most taxpayer
service representative needs for
the near future. The Service also
produced a handbook for compli-
ance investigators.

Instructors from the Service, the
Price Commission, and the Pay
Board conducted regiona! semi-
nars on pay regulations and price
and rent exceptions.

New Furniture Used to
Brighten IRS Offices

The General Services Adminis-
tration selected the Internal Rev-
enue Service as the first major
Government agency to use con-
temporary-style fumiture. All desk
work stations in the three new
IRS service centers are of con-
temporary design, square cor-
ners and functional form.

Contemporary desks and chairs,
as well as the bright decor and
open space layout within the
centers, encourage the return of
the 2,000 or so temporary em-
ployees hired for each filing pe-
riod. Further, these cheerful and
attractive work areas are ex-
pected to improve employee
productivity and morale.

Facsimile Transmission
Equipment Installed
Nationwide

The Service installed special
facsimile transmission equipment
nationwide last year to support
Phase |l of the Economic Stabili-
zation Program. The National Of-
fice uses automatic polling and
multi-caster broadcast devices to
transmit information to its 275
field offices. A transmission can
reach all offices in 18 minutes.

The Accident Prevention
Program

During 1971, the first year of the
new “Zero In On Federal Safety”
campaign, the accident preven-
tion effort of the Service resulted
in a frequency rate of only 1.8
disabling injuries per one million
man-hours the lowest ever. This
rate is about 70% less than the
Federal rate.

This year, Service personnel
drove almost 114 million miles
on official business with an acci-
dent frequency rate of 7.9 per
million miles driven.

Also in 1972 the Service acted on
81 claims under the Military Per-
sonne! and Civilian Employees’
Claims Act of 1964, settling 49 in
favor of employees who suffered
personal property losses incident
to their employment. This is a
decrease of 19 percent over the
number of claims handled last
year.

Improved Protection of
Facilities

The Service updated plans and
developed new procedures to
cope with bomb threats, civil
disorders, and demonstrations
against its facilities. Problems of
this type decreased significantly
from the preceding two years.
Service offices lost less than
2,000 man-hours from bomb
threat evacuations in fiscal 1972,
compared to 12,000 in fiscal
1971,

Inspection Activities Assure
Integrity of IRS

The success of the American tax
system depends on public confi-
dence in the Internal Revenue
Service as the fair and impartial
administrator of the federal tax
laws. Inspection, through its in-
ternal audit and internal security
activities, assists Service man-
agers in their efforts to maintain
operational integrity. Manage-
ment officials have the responsi-
bility for taking appropriate ac-
tion on facts developed through
audits and investigations. These
officials refer violations of fed-
eral criminal statutes directly to
the Department of Justice for
prosecutive consideration.

Internal Audit Programs Result
In Improved Operations
Internal audit programs provide
management with independent
reviews of the accounting, finan-
cial, and other operating activi-
ties of the Service. These reviews
help insure that policies, proce-
dures, and controis protect the
revenue and are applied effi-
ciently and effectively. The Serv-
ice places emphasis on activities
most closely associated with col-
tection of revenue and enforce-
ment of tax laws.

Internal audit reviews automatic
data processing activities on a
continuing basis. This on-line
auditing extends to other Service
programs. One objective is to
identify problems of interpreta-
tion or implementation as they
occur instead of waiting for peri-
odic audits. Prompt reporting en-
ables management to take im-
mediate action to strengthen pro-
cedures, controls, and communi-
cations.

Corrective actions by manage-
ment on internal audit findings
often result in additional revenue
or savings, which for fiscal year
1972 amounts to an estimated
$37 million.
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Examples of improvements and
savings resulting from these ac-
tions follow:

Internal Audit designed a com-
puter program which identitied
more than 82,000 income tax re-
turns containing suspect exemp-
tion deductions. By using data
provided from this program, in-
ternal auditors and internal se-
curity inspectors detected sev-
eral fraudulent refund schemes
perpetrated by tax practitioners.

Another interna! audit computer
program identified over 30,000
income tax returns with tax due
of more than $4 miliion. Tests of
returns filed for. tax year 1968
disclosed that many taxpayers
made duplicate claims of credits
for exemptions and standard.de-
ductions already allowed by the
tax tabies.

Another recommendation in-
volved revising procedures to
verily the status of surviving
widow(er) with a dependent
child. The Service had auto-
matically allowed joint tax rates
on all such returns although the
higher single or unmarried head
of household tax rates applied in
many cases, The Service is de-
termining the ‘correct filing status
of these taxpayers and studying
systemic controls and tax re-
turn revisions. Tests indicate that
revised annual procedures will
result in additional revenue of
several mitlion dollars.

Investigative Team

Produces Results

Internal auditors and internal se-
curity inspectors investigate
breaches of integrity by employ-
ees as well as by taxpayers in
collusion with employees. Inten-
sive investigations have resuited
in successful criminal prosecu-
tions as well as recommenda-
tions for improved controls and
procedures.

One investigation involved at-
tempted bribery of an internal
security inspector. The case has
extended over several years and
resulted in arrests or indictments
of 31 employees or former em-
ployees and 21 taxpayers or tax
practitioners. By June 30, 1972,
controlled tax examinations in
connection with the investigation
had resulted in proposed addi-
tional taxes and penalties of $8.1
miltion.

Another investigation brought
about the arrest of two individ-
uals on charges of preparing and
filing false tax returns. To date,
investigators have identified 228
returns claiming questionable
refunds of $191,000.

"Internal Security Division

Activities Extensive

In Scope

Continuing Attempts to Bribe
Service Personnel

The Service's program of enlist-
ing the support of employees in
reporting bribery attempts con-
tinues to show results, In fiscal
year 1972, 125 employees re-
ported possible bribery attempts,
resulting in 47 arrests or indict-
ments.

Service employees have contin-
ued most effectively in bringing
to justice those persons who
challenge the integrity of the
Service through bribery. Service
employees have reported 1,003
bribery attempts since 1961. One
of every four instances resulted
in prosecution action. During the
eleven year period, bribery inves-
tigations resulted in 283 arrests
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or indictments, and 202 convic-
tions or guilty pleas. At the end
of the fiscal year 41 persons
charged with attempted bribery
awaited trial. Bribes offered,
solicited, or paid ranged from
$40.00 to $100,000. in the latter
case, the taxpayer attempted to
avoid over one million dollars in
tax assessments.

The graph on this page ilustrates
program results. Each bar on the
graph shows the number of at-
tempted bribery cases reported
by employees; the shaded sub-
section indicates the number of
arrests or indictment each year
resulting from these reports.

The following cases show that at-
tempts to bribe follow no particu-
lar location or occupational pat-
ems.

A New York accountant offered a
bribe to a revenue agent for a
favorable audit. He pleaded guilty
and received a suspended prison
term, probation, and a $3,000
fine.

A Pennsylvania attorney received
three months imprisonment, one
year probation, and a fine of
$3,000 for attempting to bribe a
revenue officer to abate penalties
owed on an estate tax return.

A New York fish market owner
and his accountant offered a
bribe for a favorable audit. They
received fines of $600 and $750,
and sentences of one and two
years probation, respectively.

A North Carolina liquor law vio-
lator offered an investigator
$2600 to induce him to delay
confidential information and not
raid or investigate his illicit lig-
our operations. He received 18
months imprisonment, three
years probation, and a $24,000
fine.

A Florida accountant received
three months imprisonment, 20
months probation, and a fine of
$5,000 for offering a bribe of
$1,500 to influence an audit.
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An lllinois supermarket owner
offered a bribe to a revenue of-
ficer to delay enforced collection
of taxes. He pleaded guilty, and
received six months imprison-
ment followed by 30 months pro-
bation.

A New York Federal Home Loan
Bank Board employee, moon-
lighting as a public accountant,
offered a revenue agent $5,200
for a favorable audit. He pleaded
guilty and received four months
imprisonment and three years
probation.

Convicted Ptl;l:u'iﬁ;ﬂ

14 19

26 19

9 30

14 32

22 a3

18 49

103 197

Convictions Continue

Upward Trend

Comparison of convictions for the
past six fiscal years appears in
the table below. Of a total of 300
convictions, 197 preferred to
plead guilty rather than to go to
trial.

Employees, | Non-
Former . Totat

Employees  EMPloyees
17 16 a3
12 33 45
13 26 39
20 26 46
16 54 70
13 54 67
a1 208 300

Organized Crime Influences
During the past three years the
Service conducted extensive in-
vestigations of possible corrup-
tive intluence by organized crime
upon the Service. In one case,
the investigation involved 90 per-
sons, 37 of whom were IRS em-
ployees or former employees,
and 21 were organized crime fig-
ures. To date there have been 25
indictments and 20 convictions.
The 25 persons indicted include
8 organized crime figures, 11
Service employees, 4 former
Service employees, and 2 tax
practitioners.

Criminal Action

Remains Constant

During this fiscal year officials
arrested or indicted 77 individ-
uals including 12 employees or
former employees of the Service
and 65 taxpayers, tax practition-
ers or others. Comparison of
prosecutive actions initiated by
the Service during the past three
years appears in the tabie below.

At the end of the year, 70 tax-
payers and 18 employees or for-
mer employees awaited trial or
possible indictment.

Prosecution actions covered
such charges as emblezzlement,
selling confidential tax informa-
tion, fraudulent refund schemes,
attempted bribery, solicitation of
a bribe, conspiracy to defraud
the Government of taxes due,
preparation of false returns,
perjury, and obstruction of jus-
tice.

A tew examples follow:

An employee who converted
seized property to his own use,
pleaded guilty and received a
fine. The investigation continues
with two additional arrests.

Another employee received $13,-
000 to influence his decision on
official matters. The court sen-
tenced him to one year imprison-
ment and ordered him to pay a
fine of $2,500.

The court convicted another em-
ployee of unauthorized disclo-
sure and conspiracy to disclose
information from a Federal tax
return.

In one fraudulent retund scheme,
an employee filed numerous Fed-
eral and state tax returns using
valid taxpayers names and social
security numbers. Investigation
disclosed the employee main-
tained the funds acquired under
assumed names in 26 bank ac-
counts located in Los Angeles,
Chicago, Switzerland, New York

PERSONS INVOLVED IN ATTEMPTS
TD CORRUPT IRS

or former

of
Taxpayers, tax practitioners,
others

TOTAL

and the Bahamas. The Service
recovered over $116,000, consti-
tuting full restitution. The perpe-
trator of the scheme pleaded
gullty and received two months in
prison and three years probation.

High Case Closure

Rate Continues

The Internal Security Division
completed 13,863 investigations
during fiscal year 1972. investiga-
tors carried out police record
searches on 15,782 persons con-
sidered for temporary short-term
appointments or for positions
created for special economic and
educational programs.

The vast majority of investiga-
tions involving an alleged impro-
priety on the part of Service per-
sonnel result in exoneration of
the employee. The employees
identified as involved in question-
able or unlawful actions consti-
tute a very small percentage of
the IRS employment force.

The tabulation on page 72 shows
the types of investigations com-
pleted during the past two years
and related dispositions.

Number arrested
or indicte ToTAL
1971 1972
12 12 45
' 54 65 186
6 . 77 201
7




mvusugations and disciplinary actions

Type of Investigation and Action

Total investigations Closed

1971 ' 1972
" 14,263 13,868

Personnel Investigations

Number of cases closed, total

11,600 10,697

Character and Security Investigations 8,946 7,877
499 618

Conduct Investigations

Special Inquiries 2,155 2,202
Actions taken by Service management officials as a result
ot personnel investigations
Rejected for Employment 146 296
Clearance Letters on Conduct Investigations ! M 174
Disciplinary actions, totai 582 714
Separations ? 222 211
Bribery, extortion, or collusion 8 2
Embezzlement, or thett of Government funds
or property 2 4
Failure of employee to pay proper tax 6 9
Falsification or distortion of Government .
reports, records, etc. 91 101
Unauthorized outside activity 2
Failure to discharge duties properly ' 6 - 7
Divuigence of confidential information Q0 3
Acceptance of fees of gratuities 1 1
Personal and other misconduct 106 | 75
Suspension from duty and pay 37 34
Reprimands, warnings, or demotions 323 469

Nondisciplinary actions

Other Investigations

. 10,913 -+ 9,513

Number of cases closed, total 2,663 3.171
Assault on Service Personnel * (&) 17
Disclosure of Offical information 0 2
Applications for admission to practice before the I.R.S. f 899 1,178
Charges against Attorneys, CPA'S and Enrollees 60 78
Federal Tort Claims 214 180
Bribery 129 . 130
Discrimination 2 1
Investigations for other Treasury Bureaus 1,359 1,585

1 Inck under isciplinary actions in previous years.
2 Includes resignations, retirements, or other separations while employees were

under or befara

tive was made on 14

action where in vestigation disclosed derogatory information,
3 Excludes nondisciplinary actions in Conduct Investigations.

* Data not compited Inspection for f.y,

Assaults and Threats

During the year Internal Security
was assigned primary jurisdiction
for investigating threats, assaults,
and forcible interference against
IRS personnel. This additional
responsibility is being accorded
the highest priority by the In-
spection Service.
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1971,

Assistance to Other Agencies

The Internal Security Division
conducted 1,585 investigations
for other Treasury components.
One case involved cooperation
with the Federal Bureau of Inves-
tigation, Secret Service and the
Postal Inspection Service in
breaking a refund check theft
and cashing scheme in Chicago.
Inspectors have participated in
details involving protection of
dignitaries and civil disturbances.
The Service loaned inspectors to
the Knapp Commission to inves-
tigate corruption in the New

York City Police Department. Mr.
Whitman Knapp, Commission
Chairman, commended the In-
spectors for an outstanding job.
He stressed hope that city de-
partments could “come up with
a system similar to, the Internal
Revenue Service, which is rela-
tively free of corruption because
of their fine Inspection Service.”

As in prior years, the Service
provided assistance to the Virgin
Islands in developing and install-
ing a modern tax system. Since
1962, this assistance has signifi-
cantly contributed to improved
operations.

Pictured above on the lelt is tormer Assistant
Commissjoner (Inspection} Vernon D. Acree,
recelving an award from Commissioner John-
nie M. Walters. The award was given in sppre-
ciation of the magnificent contribution Mr.
Acree made during the thirtesn years he
served as Assistant Commissioner (inspec-
tion).

Araa




Gross Collections Rise
to Record High

Gross internal revenue coliec-
tions surpassed $200 billion for
the first time. Contributing to the
record level was the largest
amount ever collected in one
month, $27.2 billion in April.

Total collections of $209.9 biliion ,
were up $18.3 billion (9.5%) from !
fiscal year 1971. The increase

was the third largest in history,
exceeded only by those in 1967

and 1969. Improved economic
conditions, higher corporate prof-

its, and steadily rising salaries

and wages were principal factors
contributing to the record collec-

tion picture. These factors offset i
overall tax reductions from the
Revenue Act of 1971 on individ-
val, corporation, and excise tax '
collections. The chart at the right
presents data on coilections for ‘
the various tax categories.

1971
1972

w
-3
li.u

Corporation
income taxes

Gross Internal Revenue Collections
{Doliars In thnusands. For datulls ses table 1, p 102)

1 Porcant of
1972

. Sourcu

Grand taml

lm:omotaxus '.ot-l )
rporation
Inmvudunl uml

r- Em loym: !
ph ont taxes, tnla
Old-nge and disability insurance, total
Federal insurance contributions
Selt. jarg

tions
Unesmployment insurance
i Railroad retirement
Estate and gift taxes
Excise laxn: totat

Almhol
Tobacco
Other

" i colections 1o exclud t (runs!erred to the
Government o' Gunm For details see table 1, p. 102 and footnote,
4,p.113

# Esti ~C ] of i income tax withheld are
not reported separately from old-age and disability insurance
taxes on wages and salaries. Similarly, collactions on individual
income tax nat withheld are not reported separately from old-age

74

Tax Collections From All Sources

Billions of Dollars

108.9
lm;a i
437
38
153 _ 168
35 S
ividual Employment Estate and Excise taxes
’I:g:r'n: axes taxes gift taxes

1314 112, 732;;57
30,319,953 | 4,605,593
1 752 421 n 8,126,765

"r 'snoas'

76,490,128
4_,262 293

~ 3g,018; o
pam  sam
35,954, ¥
1'947.651 l,! 2/0s2.165
;
972,400 | 1,024,069
1083878
" 3.784,283 .
16871851
2 232 ;§§ v 27207273 ; 688 .
864,784 || 9529762 , T33m022 3.4

[ — R
and dlsabnmy insurance taxgs on S on self- empluyment mcome The
amount of old-age and di shown
is based on estimates made by (he Secvetary of the Treasury
pursuant to the provisions of sec. 201(a) of the Social Security
Act as amended, and includes all ald-age and disability insurance
taxes. The estimates shown for the 2 classes of individua! income
taxes were derived by subtracting the old-age and disability in-
surance tax estimates from the combined totals reported.

Individual income tax receipts of
$108.9 billion accounted for over
one-half of tota! collections. Cor-
poration income taxes and em-
ployment taxes contributed the
bulk of the remainder. Other
classes of tax showed minor
changes.

New withholding rates-provided
by the Revenue Act of 1971 have
resulted in over-withholding be-
cause many taxpayers did not
adjust their withholding allow-
ances and exemptions to accord
with the new law. The resulting
over-withholding naturally
boosted collections.

Corporation income tax collec-
tions rose by $4.6 billion, up 15.2
percent. Improved economic con-
ditions and higher corporate
profits contributed to the in-
crease, The 7 percent job devel-
opment credit and accelerated
depreciation provisions offset
some of the additiona! collections
that would have occurred from
rising profits.

Excise taxes ievied on a variety

internat Revenue relund:, including interest
(For refunds by region and district, see table 5 p 114)

Type of Tax

Total refunds of internal revenue !

Corporation income taxes
Individual income and employment
taxes, total ¥
Excessive prepayment income tax 2
Other income tax and Federal insur-
B ance Contributions Act taxes 34
) Raiiroad retirement
Unemployment insurance

Exc-se taxes, total

Alcahol 8
Tobacco taxes &
Manufacturers’ and retailers’ excise
taxes, total
Gasoline used on farms
Gasoline, nonhighway
Other s

All other sxmse taxes 2

t Figures have not been reduced to reflect relmbursemants from
the Federal Old-Age and Survivors, Federal Disability, and'Federal
Hospital (nsurance Trust Funds amounting to $517.614,000 in

of manufactured products, serv-

ices, and activities, declined
slightly from the 1971 record
high. Collections of $16.8 billion
were lower because of the repeal
of excise taxes on vehicles. To-
bacco tax collections increased
from last year, while alcohol tax
collections were up $688 thou-
sand. Over the last 10 vyears,
tobacco tax collections have re-
mained relatively stable while
receipts from alcohol tax have
increased by almost 50 percent.

Employment taxes amounting to
$43.7 billion, were the second
biggest source of revenue. In-
creased rates for social security
(FICA) taxes and self-employment
(SECA) taxes were in effect for
the full fiscal year. Also, begin-
ning January 1, 1972, the taxable
base for both went up from $7,800
to $9,000. In addition, as of Janu-
ary 1, 1972, Federal Unemploy-
ment Tax Act taxes extended to
aimost every employer and the
wage base was up from $3,000 to

Over the past eight years, em-
ployment taxes have soared from
$17.1 billion to $43.7 billion in
fiscal year 1972, an increase of
156 percent. During this same
period, employment tax collec-
tions replaced corporation in-
come tax as the second highest
source of revenue, increasing
from 14.9 percent to 20.8 percent
of total coliections.

Estate and gift tax coliections
amounted to $5.5 billion. Most of
the $1.7 billion growth from last
year resulted from an administra-
tive speed-up in collections. A
change in the law, effective Jan-
uary 1, 1971, shortened the period
for filing estate tax returns and
remitting payment from 15 to 9
months.

Refunds Paid

Although two thirds of the indi-
vidual taxpayers received refunds
in 1972, the total number of re-
funds declined slightiy.- The total
amount of taxes refunded to all
classes of taxpayers was $18.9

$4,200. billion, including interest of
N Amount nlun&od Amount of
Number [{ andi
)

1971 " 1972 1971 1972 | 1 ' 1972
55,916,604 . 55,154,883 19,022,566 = 18,970,849 . 132,140 182,765
" 264,291 268,559  .3.622,489 2,898,407 87,111 188,777

. .
|55,506,555 54,823,528 15,083,753  14,642.417 . 35526 38,704
54,285,510 ~ 53,203,811 . 14,207,752 13,750,862 18,498 16,397
| 1,263,196 1,543,374 866,701 877,558 ' 16,644 21930
536 458 285 619
47,303 75.880 9,014 13382 . 328 370
12,789 | 15,346 52,757 52,702 6,386 5,235
1705 * 2,110 3234 7,501 399 860
41,264 45,385 260,333  1,373.322 2719 - 3188

8.918 8320 104511 106,031 24 . 6

234 390 . 1,566 2,102 [ (™ 3]

4,636 5,094 128583  1,246972 437 1,951

369 62 82,638 103,619, .

1,291 1,247 19.275 23,120..0C

2976 3785 26,670 1,120,233

27,476 31,541 | "25,272 18217 2,257 1231

and BD 725 undel!verabla checks totaling SIA 082,000 in 1972.
? Includes refunds '*not otherwise classified."

1971 and $447,332,000 in 1972 from the Highway Trust Fund
amounting to $122,296,000 in 1971 and $144,325,000 in 1972;
and from the Trust Fund ing ta $9,014,000
in 1971 and $13,382,000 in 1972,

* Netof 96,148 undeliverable checks totaling $14,547,000 in 1971

4Includes excess FICA credits.

&1 and stamp r

€includes Iubncnnng oil used for nonhighway purposes.

? Includes narcotics, silver, wagering (excise and stamps), capital
stock, and other excise tax retunds.

* Less than $500.
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$182.8 million. Income tax re-
funded to corporations declined
$728 million from 1971. Refunds
to individuals were down slightly,
both in number and size of re-
fund. The average refund was
$251. Whiie the retroactive re-
peal of automobile excise taxes
did not greatly increase the num-
ber of refunds (because sellers
claimed the refunds and distrib-
uted the money to consumers),
it did result in a record amount of
excise tax refunded.

Three New Centers

Constructed

The iInternal Revenue Service has
constructed new service centers
in Memphis, Tennessee; Fresno,
California; and Brookhaven, New
York to better cope with the bur-
geoning processing task.

The Memphis Center began proc-
essing 1971 individual income tax
returns in January 1972 for tax-
payers residing in Kentucky, Ten-
nessee and Virginia. Starting in
January 1973, this center will
process individual business re-
turns from North Carolina, Indi-
ana and West Virginia.

Also, in January 1972, the Fresno
Service Center started process-
ing individual income tax returns
received from the San Francisco
and Honolulu Districts. Individual
returns from the Los Angeles Dis-
trict will be processed in Fresno
starting January 1973. Ali other
returns for these three districts
will be processed in Fresno be-
ginning in July 1972,

The Service Center in Brook-
haven, N. Y. will start processing
returns for the Brooklyn and Man-
-hattan Districts on July 1, 1972,
and returns for the Newark Dis-
trict in October 1972.
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Increase in Returns Filed
One of every three Americans
filed an income tax return in
1972, Three of every four individ-
uals who filed returns received
refunds.

About one-haif million taxpayers
took advantage of the new auto-
matic extension, which postpones
the filing deadtine without pen-
alty, provided the request is ac-
companied by payment of the tax
liability.

Taxpayers filed 112 million re-
turns of all types in 1972, The
75.7 million individual income tax
returns accounted for 66 percent
of the total, while the 22 million
employment tax returns ac-
counted for 20 percent of all re-
turns received.

The following table presents data
on returns filed by type of return
for 1971 and 1972.

Number of returns filed, by principal type of return

(Figures in thousands. For details, see table 7, p.115)

Type of return

Grand total
income tax, tota!

1871 1972

111,447 112,000
87,842 88,239

Individual and fiduciary, total 76,620 77,106
Individual-citizens and resident aliens, total ! 75,280 ' 75,684
All other individual and fiduciary 1,340 1,422
Declarations of estimated tax, total 7,408 7,328
Individual 7. 7,328
Corporation NA NA
Partnerships 1,052 1,029
Corporations 1,821 1,881
Other 842 955

Employment tax, total
Employers’ Form 941
E Form 942

Form 943

Railroad retirement, Forms CT-1, CT-2
Unemployment insurance, Form 940

Gitt tax
Excise tax, total
Occupational tax

Form 720 (retailers, manufacturers, etc.)

Alcohol

Tobacco
Highway use tax
Other

3,854 3,816
501 475
16 15
1,761 1,832
165 181
1,401 1,311
701 574
308 297
22 ' 20
5 5

237 285
127 120

Service centers process a large valume of tax
returns through many operations. Commis-
sioner Johnnie M. Walters (soated) reviews a
data extracting process during a visit to the
Ogden, Utah Setvice Centor, He Is accompa-
nied by (i. to r) Marie Morris, Ogden Service
Center; Homer Croasmun, Regional Commis-
sloner, Western Reglon; William 1. Graaner,
Jr., Assistant to the Commissioner {Public
Aftalrs); and Robert H. Terry, Ogdon Service
Centear Director.,

The Service sends miliions of tax packages {0
faxpayers In advance of the filing season.
Francis Browilt, Director of the Andover,
Mass., Service Center checks the automated
processing assembly through which 119 mik
ton Forms 1040 were malled to taxpayers
throughout New England and New York.
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Principal Officers of the
Internal Revenue Service

As of June 30, 1972

National Officers

Compliance

Assistant Commissioner

John F. Hanlon

Deputy Assistant Commissioner
{Acting)

Joseph G. McGowan
Division Directors:
Alcohol, Tobacco, and

Firearms
Office of the Commissioner Rex D. Davis
Commissioner Appeliate
Johnnie M. Walters Arthur H. Klotz
Deputy Commissioner Audit
Raymond F. Harless Singlgton B. Wolfe
Assi t to the Cc issioner Intell ce
Edwin M, Perkins Robert K. Lund
Assistant to the Commissioner Office of International

Roger V. Barth

Assistant to the Commissioner
(Public Affairs})

William |. Greener, Jr.

Assistant to the Deputy
Commissioner

Donald C. Dawkins

Chairman, Tax Forms
Coordinating Committee

James N. Kinsel

Director, Tax Administration
Advisory Staff

Joseph R, Harmon

Administration

Acting Assistant Commissioner
Alvin M. Kelley
Director, Program Staft
Julius H. Lauderdale
Division Directors:
Facilities Management
Leo C. Inglesby
Fiscal Management
Alan A. Beck
Personnel
Atbert J. Schaffer
Training (Acting)
James R. Stone
Equal Employment Opportunity
Officer
Philip N. Sansotta
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Operations
Ciarence |. Fox

Accounts, Colleclions and
Taxpayer Service
Assistant Commissioner
Dean J. Barron
Deputy Assistant Commissioner
Gerald G. Portney
Division Directors:
Collection Division
Harold E. Snyder
Taxpayer Service
William F. Culliney
Accounts and Data
Processing
Donald G. Elsberry
IRS Data Center, Detroit,
Mich.
Ernest Shaw
National Computer Center,
Martinsburg, W. Va.
Eddie Heironimus

inspection
Assistant Commissioner (Acting)
Francis . Geibel
Division Directors:

Internal Audit (Acting)

William C. Rankin

Internal Security

Raymond N. Kiely

Planning and Research

Assistant Commissioner (Acting)
James R. Turner
Division Directors:
Planning and Analysis
Ramon L. Ray
Research (Acting)
Claude D. Baldwin
Statistics
Vito Natrella
Systems Development
Lancelot W. Armstrong
Office of Industrial
Economics (Acting)

Seymour Fiekowsky

Technical

Assistant Commissioner
Peter P. Weidenbruch, Jr.
Deputy Assistant Commissioner
Richard J. Stakem
Division Directors:
Income Tax
John W. 8. Littleton
Miscellaneous and Special
Provisions Tax
Linder Hamblen
Technical Publications and
Services (Acting)
Roy J. Linger

Economic Stabilization

Acting Assistant Commissioner
Edward F. Preston
Division Directors:

Technical Programs
William H. Connett
Service and Compliance
Stanley Goidberg
Program Analysis
William Daniel

Oftice of Chief Counsel

Chief Counsel
Lee H. Henkel
Technical Advisor to Chief
Counse!
Robert B. Jacoby
Special Assistant to Chief
Counsel (Vacant)
Special Assistant to Chiet
Counsel
Lester Stein
Associate Chief Counsel
(Litigation)
John T, Rogers
Division Directors:
Alcohol, Tobacco, and
Firearms (Legal)
Matthew J. Werneth
General Litigation
J. Walter Feigenbaum
Enforcement (Acting}
Albert L. Henkle
Retund Litigation
John W, Holt
Tax Court Litigation
Robert A, Bridges
Associate Chief Counsel
(Technical)
Richard M. Hahn
Special Assistant to Chief
Counsel
Arthur B. White
Division Directors:
Interpretative
John L. Withers
Legislation and Regulations
James F. Dring
Operations and Planning
William P. Crewe

496-102 0 - 73 - 7

Central Region

All Regional Offices at 550 Main
Street, Cincinnati, Ohio 45202,
unless a different address is in-
dicated.

Regional Commissioner
Charles G. Keebler

Assistant Regional
Commissioners:
Administration
Arthur J. Collinson
Alcohol, Tobacco, and

Firearms
Fred Murrell
Apellate
W. Franklin Hammack
Audit
Michae! A. DeGuire
Accounts, Collection &
Taxpayer Service
Wayne S. Kegerreis
Intelligence
Harold B. Holt
Stabilization
Edgar H. Hughson

District Directors:
Cincinnati, Ohio 45202
Paul A. Schuster
Cleveland, Ohio 44199
Frank S. Turbett, Jr.
Detroit, Mich. 48226
Thomas A.Cardoza
Indianapolis, Ind. 46204
James E, Daly
Louisvitle, Ky. 40202
Robert J. Dath
Parkersburg, W. Va. 26101
H. Daniels Jones

Director, Central Service Center,
Covingfon, Ky.

Patrick J, Ruttle

Regional Counsel

Ciarence E. Price

Regional Inspector

Edward A. Conroy

Mid-Atlantic Region

All Regiona fices at 2 Penn
Center Plaza, Philadelphia, Pa.
19102, unless a different ad-
dress is indicated

Regional Commissioner
Edward J. Fitzgerald

Assistant Regional
Commissioners:
Administration
AmericoP. Attorri
Alcohol, Tobacco, and

Firearms
Edward J. Fox
Apeliate
Victor Cuniglio
Audit
Dwight L. James
Accounts, Collection &
Taxpayer Service
Anthony L. Carrea
Intelligence
Amerigo R. Manzi
Stabilization
Edward J. Manning

District Directors:
Baltimore, Md. 21201
Irving Machiz
Newark, N.J. 07102
Roiand H. Nash, Jr.
Philadelphia, Pa, 19108
Alfred L. Whinston
Pitisburgh, Pa. 15222
H. Alan Long
Richmond, Va. 23240
James P, Boyle
Wilmington, Del. 19801
Charles O. DeWitt

Director, Mid-Atlantic Service
Center, Philadelphia, Pa. 19155

Norman E. Morrill

Regional Counsel

Emory L. Langdon

Regional Inspector, Bankers Se-
curities Building, Walnut and
Juniper Streets, Philadelphia,
Pa. 19017

Emanuel L. Schuster
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Southeast Region
All Regional Offices at 275 Peach-
: tree Street, N.E., Atlanta, Ga.
30303, unless a different ad-

Southwest Region Midwest Region

All Regional Offices at 1114 Com- All Regional Offices at 35 East
merce Street, Dalias, Tex. Wacker Drive, Chicago, il
75202, unless a different ad- 60601, unless a different ad-

North-Atlantic Region

All Regional Offices at 80 Church
Street, New York, N.Y. 10007,
unless a different address is in-

Western Region District Directors:

All Regional Offices at 870 Market Anchorage, Alaska 99501
Street, San Francisco, Calif. (Vacant)
94102, unless a different ad- Boise, ldaho 83707

. dress is indicated. dress is indicated. dress is indicated. v dicated. dress is indicated. Calvin EMWright9601
| Regional Commissioner Regional Commissioner Regional Commissioner Regional Commissioner Regional Commissioner Helena, ! gg;,gy
William J. Bookholt Albert W. Brisbin Edwin P. Trainor John J. Flynn Homer Q. Croasmun Honolulu, Hawall 96813

Assistant Regional
Commissioners:
Administration
Richard C. McCullough
Alcohol, Tobacco, and

Firerams
William N, Griffin
Appeliate
Vance N. Bates
Audit
Harold B. Bindseil
Accounts, Collection &
Taxpayer Service
James G. Martin, Jr.
Intelligence
Edmund J. Vitkus
Stabilization
Richard C. Lewis

District Directors:
Atlanta, Ga. 30303
Walter T. Coppinger
Birmingham, Ala. 35203
Dwight T. Baptist
Columbia, S.C. 29201
Harold M. McLeod
Greensboro, N.C. 27401
John E. Wall
Jackson, Miss. 39202
John W. Henderson
Jacksonville, Fla. 32202
Andrew J. O'Donnell, Jr.
Nashville, Tenn. 37203
James A. O'Hara

Director, Southeast Service Cen-
ter, Chamblee, Ga. 30006
Donald H. Hollums
Memphis, Tenn. 38130

Claude A. Kyle

Regional Counsel
Henry C. Stockell, Jr.

Regional Inspector
Delmar L. Janney
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Assistant Regional

Commissioners:

Administration

George E. Andreason

Alcohol, Tobacco, and
Firearms

Billy L. Gaunt

Appeliate

Roydell S. Rosfeld

Audit

Howard C. Longley

Accounts, Collection &
Taxpayer Service

George M. Oliver

Intelligence

Robert D. Elledge

Stabilization

Alfred N. Kay

District Directors:

Albuquerque, N. Mex, 87101
Maurice E. Johnson
Austin, Tex. 78701
R. L. Phinney
Cheyenne, Wyo. 82001
T. Blair Evans
Dallas, Tex, 75202
(Vacant)
Denver, Colo. 80202
Arthur A, Kennedy
Little Rock, Ark. 72203
Emmett E. Cook, Jr.
New Orieans, La. 70130
Carl R. Gromatzky
Oklahoma City, Okla, 73102
Clyde L. Bickerstaft
Wichita, Kans. 67202
(Vacant)

Director, Southwest Service Cen-
ter, Austin, Tex. 78

Ervin B. Osborn

Regional Counsel, 1025 Eim

Street, Dallas, Tex. 75202
Willtam B. Riley

Regional Inspector (Acting), 1511
Bryan Street, Dallas, Tex. 75201
Paul F, Kearns

Assistant Regional
Commissioners:
Administration
Roy D. Clark
Alcohol, Tobacco, and

Firearms
Cecil M. Wolfe
Appellate
(Vacant)
Audit
John H. Rauen, Jr,
Accounts, Collection &
Taxpayer Service
Donald J. Porter
Intelligence
John J. Olszewski
Stabilization (Acting)
Richard C. Voskuil

District Directors:
Aberdeen, S. Dak. 57401
John B. Langer
Chicago, lIl. 60602
Roger C. Beck
Des Moines, lowa 50309
Herbert B. Mosher
Fargo, N. Dak. 58102
Frederick G. Kniskern
Milwaukee, Wis. 53202
Walter S. Stumpf
Omaha, Nebr. 68102
Richard P. Vinal
St. Louis, Mo. 63101
Eugene C. Coyle
St. Paul, Minn. 55101
George O. Lethert
Springfield, ll. 62704
Jay G. Philpott

Director, Midwest Service Center,
Kansas Cily, Mo. 64170

Arnold S. Dreyer

Regional Counse!

Frank C. Conley

Regional Inspector

William E. Mutroy

Assistant Regional
Commissioners:
Administration
Harry J. Bodkin
Alcohol, Tobacco, and

Firearms
John L. Piper
Appellate
Theodore C. Rademaker
Audit
William M. Wolt
Accounts, Collection &
Taxpayer Service
Marshali P. Cappelii
Intelligence
Howard F. McHenry
Stabilization
Raymond . Maller

District Directors:
Albany, N.Y. 12206
Donald T. Hartiey
Augusta, Maine 04330
Whitney L. Wheeler
Boston, Mass. 02203
William E. Williams
Brooklyn, N.Y. 11201
Elmer H. Klinsman
Butfalo, N.Y. 14202
John E. Foley
Burlington, Vt, 05401
Fulton D. Fields
Hartford, Conn. 06103
Joseph J. Conley, Jr.
Manhattan, N.Y. 10007
Elliott H. Gray
Portsmouth, N.H. 03801
Frank W. Murphy
Providence, R.l. 02903
John J. O’'Brien

Director, Norlh'-AtIantic Service

Center Andover, Mass. 01802
Francis L. Browitt

Director, North-Atiantic Service
Center, Brookhaven, N.Y. 11716

Ear! L. Torgerson

Regional Counsel, 26 Federal

Plaza, New York, N.Y. 10007
Marvin E. Hagen

Regional Inspector, 26 Federal

Plaza, New York, N.Y. 10007
Sidney M. Wolk

Assistant Regional
Commissioners:
Administration (Acting)
Warren S. DeWeese
Alcohol, Tobacco, and

Firearms
Brenton G. Thorne
Appeliate
Wallace J. Spencer, Jr.
Audit
George S. Heard
Accounts, Collection &
Taxpayer Service
Charles D. Moran
Intelligence
Herman F. Kuehi
Stabilization
Joseph T. Davis

Robert M. Cutts

Los Angeles, Calif. 90012
Frank S. Schmidt
Phoenix, Ariz. 85025
Alden W. McCanless
Portland, Ore. 97204
Ralph B. Short

Reno, Nevada 89502
Warren A. Bates

Salt Lake City, Utah 84110
Roland V., Wise

San Francisco, Calit. 94102
{Vacant)

Seattle, Wash. 98121
{Vacant)

Director, Western Service Center,

Ogden, Utah 84405

Robert H. Terry
Director, Western Service Center,

Fresno, Calif. 93730

Leonard E. Semrick
Regional Counsel, 447 Sutter

Street, San Francisco, Calif.
94108

Richard C. Schwartz
Regional Inspector, 1076 Mission

Street, San Francisco, Calif.
94103

Frederick R. Rowe, Jr.
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Historical List of
Commissioners
of Internal Revenue

Office of Commissioner of internat Reve-
nue created by Act of Congress, July 1,
1862

In addition, the following were Acting
Commissioners during periods of time
when there was no Commissioner holding
the office: John W. Douglass, of Pennsyi-
vania, from Nov. 1, 1870, to Jan. 2, 1871;
Henry C. Rogers, of Pennsyivania, from
May 1 to May 10, 1883, and from May 1
to June 4, 1907; John J. Knox, of Minne-
sota, from May 11 to May 20, 1883; Robert
Williams, Jr., of Ohig, from Nov. 28 to
Dec. 19, 1900; Millard F, West, of Ken-
tucky, from Apr. 12 to May 26, 1921; H. F.
Mires, of Washington, from Aug. 16, to
Aug. 19, 1930; Pressly R. Baldridge, of
lowa, from May 16 to June 5, 1933;
Harold N. Graves, of Illinois, from Jan. 23
to Feb. 29, 1944; John S. Graham, of
North Carolina, from Nov. 19, 1952, to
Jan. 19, 1953; Justin F. winkle, of New
York, from Jan. 20 to Feb, 3, 1953;
Q. Gordon Delk, of Virginia, from Nov, 1
to Dec. 4, 1955, and from Oct. 1 to Nov.
4, 1958; Charles |. Fox, of Utah, from
Jan. 21 to Feb. 6, 1961; Bertrand M.
Harding, of Texas, from July 11, 1964 to
Jan. 24, 1965; and William H. Smith of
Virginia, from Jan. 21 to Mar. 31, 1969;
Harold T. Swartz of !ndiana, from June
23, 1971 to Aug. 5, 1971,

George S. Boutwell
Massachusetts
July 17, 1862/Mar. 4, 1863

Joseph J. Lewis
Pennsyivania
Mar. 18, 1863/June 30, 1865

William Orton
New York
July 1,1865/0ct. 31, 1865

Edward A. Rollins
New Hampshire
Nov. 1, 1865/Mar. 10, 1869

Columbus Delano

hio
Mar. 11, 1869/0Oct, 31, 1870

Alfred Pleasonton
New York
Jan. 3, 1871/Aug. 8, 1871

John W. Douglass
Pennsylvania
Aug. 8, 1871/May 14, 1875

Danie! D, Pratt
Indiana
May 15, 1875/ July 31, 1876

Green B, Raum
Illinois
Aug. 2, 1876/ Apr. 30, 1883
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Walter Evans
Kentucky
May 21, 1883/Mar. 19, 1885

Joseph S. Miller
West Virginia
Mar. 20, 1885/Mar. 20, 1889

John W. Mason
West Virginia
Mar. 21, 1889/Apr. 18, 1893

Joseph S. Miller
West Virginia
Apr. 19, 1893/Nov. 26, 1896

W. St. John Forman
llinois
Nov. 27, 1896/Dec. 31, 1897

Nathan B, Scott
West Virginia
Jan. 1,1898/Feb. 28, 1899

George W. Wilson

Ohio

Mar. 1, 1899/Nov, 27, 1900
John W. Yerkes

Kentucky

Dec. 20, 1900/Apr. 30, 1907

John G. Capers
South Carolina
June §, 1807/Aug. 31, 1909

Royal E. Cabell

Virginia

Sept. 1,1909/Apr. 27, 1913
William H. Osborn

North Carolina

Apr. 28, 1913/Sept. 25, 1917

Daniel C. Roper
South Carolina
Sept. 26, 1917/Mar. 31, 1920

William M. Williams
Alabama
Apr.1,1920/Apr. 11,1921

David H. Blair
North Carolina
May 27,1921/May 31, 1929

Robert H. Lucas
Kentucky
June 1, 1929/Aug. 15, 1930

David Burnet

Ohio

Aug. 20, 1930/May 15, 1933
Guy T. Helevering

Kansas
June 8, 1933/0ct. 8, 1943

Robert E. Hannegan
Missouri
Oct. 9, 1943/Jan. 22, 1944

Joseph D. Nunan, Jr.
New York
Mar. 1,1944/June 30, 1947

George J. Schoeneman
Rhode Island
July 1, 1947/July 31, 1951

John B. Dunlap
Texas
Aug. 1,1951/Nov. 18, 1952

T. Coleman Andrews
Virginia

Feb. 4,1953/0ct. 31, 1955
Russell C. Harrington
Rhode Island

Dec. 5, 1955/Sept. 30, 1958

Dana Latham
California
Nov. 5, 1958/ Jan. 20, 1961

Mortimer M. Caplin
Virginia

Feb. 7,1961/July 10, 1964
Sheldon S. Cohen
Maryland

Jan. 25, 1965/Jan. 20, 1969

Randolph W. Thrower
Georgia
Apr. 1,1969/June 22, 1971

Johnnie M. Walters
South Carolina
Aug. 6, 1971

Appendix

Taxpayer
Publications

Tax Forms
Activity

Supreme Court
Decisions

Actions of
Lower Courts

Tax Legislation
Enacted

Tax Legislation
Pending
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A Publication Number/

. Title

i .

b 90

17
Your Federal Income Tax.
Price 75¢

54
Tax Guide for U.S. Citizens
Abroad

76

Law and Regulations relating to
the treatment of Annuities for
income Tax purposes. Price 45¢
(revised 5-69)

225
Farmer’s Tax Guide

334
Tax Guide for Smail Business.
Price 75¢

337

Law and Regulations Relating to
Employee Pension, Annuity,
Profit-Sharing, Stock Bonus, and
Bond Purchase Pians inciuding
Plang for Self-Employed Individ-
uals. Price 70¢ (revised 7-68)

349 .
Federal Use Tax on Trucks,
Truck-Tractors and Buses

377

Pension Trust Procedures and
Guides for Qualification Under
Section 401(a) and 405(a) of the
Internal Revenue Code of 1954.
Price 35¢

378
Federal Fuel Tax Credit or Refund
for Nonhighway-and Transit Users

448

A Guide to Federal Estate and
Gift Taxation. Price 50¢
(revised 7-71)

463
Travel, Entertainment and Gift
Expenses

501
Your Exemptions and Exemptions
for Dependents

502
Deduction for Medical and
Dental Expenses

503
Child Care and Disabled
Dependent Care

504
Income Tax Deductions for
Alimony Payments

505
Tax Withholding and Declaration
of Estimated Tax

506
Computing Your Tax Under the
Income Averaging Method

508
Tax Information on Educational
Expenses

509
Tax Calendar and Check List
for 1972

510
Information on Excise Taxes for
1972

511
Sales and Other Dispositions of
Depreciable Property

512
Credit Sales by Dealers in
Personal Property

513
Tax Information for Visitors to the
United States

514
Foreign Tax Credit for U.S.
Citizens and Resident Aliens

515

Withholding of Tax on
Nonresident Aliens and
Foreign Corporations

516

Tax Information for U.S.
Government Civilian Empioyees
Stationed Abroad

517
Social Security for Clergymen
and Religious Workers

518
Foreign Scholars and Educational
and Cultura! Exchange Visitors

519

United States Tax Guide for
Aliens

520

Tax Information for American
Scholars in the U.S. and Abroad
521

Tax Information on Moving
Expenses

522

Adjustments to income for
Sick Pay

523
Tax Information on Seliing
Your Home

524
Retirement Incomse and
Retirement Income Credit

525
Taxabie Income and Nontaxable
Income

526
Income Tax Deduction for
Contributions

527
Rental Income and Royalty
Income

528
Information on Filing Your Tax
Return

529
Other Miscellaneous Deductions

530
Tax Information on Deductions
tor Homeowners

531
Reporting Your Tips for Federal
Tax Purposes

532
Tax Information for Students
and Parents

533
information on Self-Empltoyment
Tax

534

Depreciation, Amortization, and
Depletion (Includes Class Life
Asset Depreciation Range
System)

535
Tax information on Business
Expenses

536
Losses From Operating a
Business

537
Instatiment and Deferred-
Payment Sales

538

Tax Information on Accounting
Periods and Methods

539
Withholding Taxes From Your
Employee’s Wages

540
Tax Information on Repairs,
Replacements, and Improvements

541

Tax Information on Partnership
Income and Losses

542

Corporations and the Federal
Income Tax

543

Tax information on the Sale of
a Business

544

Sales and Exchanges of Assets

545
Income Tax Deduction for
Interest Expense

546
Income Tax Deduction for Taxes

547
Tax Information on Disasters
Casualty Losses, and Thefts

548

Tax Information on Deduction
for Bad Debts

549
Condemnations of Private
Property for Public Use

550 B . .
Tax Information on Investment
Income and Expenses

551

Tax Information on Cost or
Other Basis of Assets

552

Recordkeeping Requirements
and a Guide to Tax Publications
553

Highlights of 1971 Changes in
the Tax Law

554

Tax Benefits tor Otder Americans

555
Community Property and the
Federal income Tax

556

Audit of Returns, Appeal Rights
and Ciaims for Refund

557

How to Apply for Recognition of
Exemption for an Organization

558
Tax Information for Sponsors of
Contests and Sporting Events

559
Federal Tax Guide for Survivors,
Executors, and Administrators

560
Retirement Pians for Self-
Employed Individuals

561
Valuation of Donated Property

563
Tax Return Filing Requirements
for U.S. Citizens Abroad

564
Tax information on Mutuat Fund
Distributions

565
Tax information on the Interest
Equalization Tax

566

Questions and Answers on
Retirement Ptans for the
Self-Employed

567
Tax Advice on Civil Service
Disabllity Retirement Payments

568
Federal Tax Information for Civil
Service Retirees

569
Questions Asked by U.S.
Taxpayers Abroad

570
Tax Guide for U.S. Citizens
Employed in U.S. Possessions

571

Tax-Sheltered Annuity Plans for
Employees of Public Schools
and Certain Tax-Exempt
Organizations

572

Tax Information on Investment
Credit

573

Interest Equalization Tax
Highlights

575

Tax information on Pensions and
Annuities

576

Tax Information on United States
Savings Bonds
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577

Amortization of Pollution Control
Facilities

579

Informacidn sobre ta Preparcién
y Presentacion de ta Declarcién
del Impuesto Federal sobfe
Ingreso Individual

721

Comprehensive Tax Guide to U.S.
Civil Service Retirement Benefits.

Price 70¢

778

Guides for Qualification of
Pension, Profit-Sharing, and
Stock Bonus Plans. Price 35¢
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Tax Forms Activity
The following new forms
were issued:

Number/Title
990—Schedule A
Organizations Exempt Under
501(c)(3) Supplementary
Information.

990—Schedule B

Exempt Private Foundations
(Defined in Section 509(a) and
Exempt Under Section 501(a)
Determination of Liability for
Chapter 42 Taxes.

1041—Schedule PF
Determination of Liability for
Chapter 42 Tax Trusts Described
in Section 4947(a)

1099-DIV

U.S. information Return for
Recipients of Dividends and
Distributions

1099-INT
U.S. Information Return for
Recipients of Interest Income

1099-MISC .

U.S. information Return for
Recipients of Miscellaneous
Income

4782
Employee Moving Expense
Information

[N

4789 AN
Currency Transaction Report
4790

Report of International
Transportation of Currency or
Monetary Instruments

4797
Supplemental Schedule of Gains
and Losses

4831
Rental Income

4832
Asset Depreciation Range

4835
Farm Rental Income {crop share)
and Expenses

4848

Annual Emptoyer's Return for
Employees’ Pension or Profit-
Sharing Plan

4848—Schedule A

Annual Status Report of an
Employees’ Pension or Profit-
Sharing Plan

4849

Financial Statement of
Empioyees’ Pension or Profit-
Sharing Fund or Fiduciary
Account

4868

Application for Automatic
Extension of Time to File U.S.
Individual Income Tax Return

4876
Election to be Treated as a DISC

4908

Declaration of a Candidate for
Public Office Receiving Paolitical
Contributions Qualifying for
Credit or Deduction

4909 .

Declaration of Campaign
Committee Receiving Political
Contributions Qualifying for
Credit or Deduction.

The following forms were
eliminated:
W-4—Scheduie A
Additional Withholding
Allowances Based on
ltemized Deductions

1001
Ownership Certificate

1001-A
Ownership Certificate—Austria

1001-B
Exemption or Reduced Rate
Certificate—Belgium

1001A-B
Exemption or Reduced Rate
Certificate—Belgium

1001-C .
Ownership Certificate—Canada

1001A-C
Exemption or Reduced Rate
Certificate—Canada

1001-D
Ownership Certificate—~Denmark

1001A-D
Exemption Certificate—Denmark

1001-FIN
Ownership Certificate—Finland

1001-GER
Ownership Certificate—Germany

1001-F
Ownership Certificate—France

1001-G
Ownership Certificate—Greece

1001-IR
Ownership Certificate—ireland

10014
Ownership Certificate—Japan

1001A-J
Reduced Rate Certificate—Japan

1001-L
Ownership Certificate—
Luxembourg

1001-N
Ownership Certificate—
Netherlands

1001A-N
Exemption Certificate—
Netherlands

1001-NA
Ownership Certificate—
Netherfands Antilles

1001-NO
Ownership Certificate—Norway

1001-SWED
Ownership Certificate—Sweden

1001-S
Ownership Certificate—
Switzerland

1001A-S
Exemption or Reduced Rate
Certificate—Switzerland

1001-UK
Ownership Certificate—Malawi,
Zambia, and Southern Rhodesia

1001-UK-2
Ownership Certificate—United
Kingdom

1099
U. S. Information Return

1099M

U. S. Information Return for
Regulated Investment Company
Distributions

Stabilization Forms
Activity
Number/Title

S-7
Alteged Violation Report

S-16 (Rev. 2-72)
Application for Exemption or
Exception

s-18
Notice (of Appeal Rights)

$-21 (Rev. 4-72)
Affidavit

$-29 (Rev. 2-72)
Acknowledgement and Referral
Postcard

Ss-41
Notice of Violation

$-53

Noninstitutiona! (Individual)
Health Services Providers
Supplemental Worksheet

S-55
Subpoena

s-70
Lease Notification Addendum

Public Use Publications
Distributed

Publication Number/Title
-2

General Information, Economic
Stabilization Program

S$-3 (Rev. 3-72)

Posting Requirements for
Retailers

$-5
Price and Wage Classification

S-6
Record Keeping for ESP

S$-3001 (Rev.)

Offices Providing Economic
Stabilization information
S-3004

Information for Retailers and
Wholesalers

S$-3007 (Rev.)
ltems Not Controlled by ESP

$-3008 (Rev.) .
Enforcement Provisions of ESP

$--3009

IRS Stabilization Rulings
Determinations—Appeal
Procedures

$-3010

Posting Requirements for
Prescription Druggists
S$-3011 (Rev.)

Legal Price Increases

$-3012
Construction Industry

$-3013
Retroactive Pay

S$-3015
Doctors and Dentists Flyer

$-3016
Wearing Apparel Price Controls

§-3017
Service Organizations

S-3019
Rent Guidelines

S$-3020 (Rev.)
How to Compute Productivity
Gains

S§-3021

Price Controls on Retailers




S-3022
Dividends and Interest

§-3023
Price Controls on Wearing
. Apparel

S-3024
Violations of Economic
Stabilization Records

§-3025
Rent Controlled Housing

$-3026

Rent Violations (Consumer
Information Series)

S$-3029
Executive and Variable
Compensation

$-3030
Appeal Procedures, Policy Bodies

$-3031
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Supreme Court Decisions

Criminal Cases

On December 20, 1971, the Su-
preme Court in United States v.
Bass, 404 U.S. 336 (1971), in a
five to two decision rejected the
position taken by the preponder-
ance of the circuits which had
considered the issue and held
Title VIl of the Omnibus Crime
Control and Safe Streets Act of
1968 (18 U.S.C. App. § 1202(a)(1)}
does not make it a crime for a

* convicted felon merely to “pos-

sess” a firearm. The court said
that the statute requires the gov-
ermnment to allege and prove in
each case involving untawful “‘re-
ceipt”, “possession”, or “trans-
portation” that such ‘“receipt”,
‘‘possession”, or “transportation”
was ‘“in commerce or affecting
commerce”. The court came to
this conclusion due tc the am-
biguity of the statute and the lack
of conclusive legislative intent
and resolved the ambiguity of the
criminal statute in favor of the
narrower construction taken by
the Second Circull (United States
v. Bass, 434 F. 2d 1269 (2nd Cir.
1970)).

However, the court pointed out
that the nexus with interstate
commerce could be established
in a number of ways saying “we
note only some of these. For ex-
ample, a person possesses . . .
in commerce or affecting com-
merce if at the time of the of-
fense the gun was moving inter-
state or on an interstate facility,
or if the possession affects com-
merce, Significantly broader in
reach, however, is the offense of
receiving in commerce or affect-
ing commerce, for we conclude
that the Government meets its
burden here if it demonstrates
that the firearm received has pre-
viously traveled in interstate com-
merce”. However, presumably in
the case of a “receipt” charge
the person charged with the of-
fense would have to be shown to
have received the firearm after
the date of enactment of the law
(June 19, 1968). Since almost all
of the Title VH charges brought
prior to the Supreme Court’s de-
cision in Bass did not allege the

commerce element many cases
are being reversed and re-
manded. See United States v.
Harp., 454 F. 2d 1161 (5th Cir.
1972); United States v. Young,
454 F. 2d 1168 (9th Cir. 1972);
and United States v. Harris, 456
F. 2d 62 (8th Cir. 1972).

On May 15, 1972 the Supreme
Court in United States v. Biswell,
406 U.S, 311 (1972) 40 L W 4489,
by an eight to one vote, up-
held the conviction of a federally
ticensed firearms dealer who re-
luctantly permitted inspection of
his locked firearms storerocom
only after being advised that such
inspection was authorized by 18
U.S.C. 923(g) and being shown a
copy of the law. The Supreme
Court reversed the decision of
the Tenth Circuit {United States
v. Biswell, 442 F. 2d 1189 (10th
Cir. 1971)) which had held that
Biswell did not “consent” to the
entry of the locked storeroom,
and that if the statute were con-
strued as permitting entry without
such ‘“consent” that it violated
the Fourth Amendment prohibi-
tion against ‘‘unreasonabie”
search "and seizures. The Su-
preme Court did not hold that
Biswell gave “‘consent” but rather
that there was on his part a “a
submission to Jawful authority”
rather than face a possible crim-
inal prosecution {or administra-
tive action with respect to his
license).

The court said “in the context of
a regulatory inspection system of
business premises which is care-
fully limited in time, piace, and
scope, the legality of the search
depends not on consent but on
the authority of a valid statute.”
The court recognized as to fire-
arms that “close scrutiny of this
traffic is undeniably of centrai
importance in federal efforts to
prevent violent crime and to as-
sist the states in regulating the
firearms traffic within their bor-
ders.” The court said “large in-
terests are at stake, and inspec-
tion is a crucial part of the reg-
utatory scheme, since it assures
that weapons are distributed
through regular channels and in
a traceable manner and makes

possible the prevention of sales
to undesirable customers and the
detection of the origin of partic-
ular firearms”. The court ex-
plaiped that in See v. City of
Seattle, 387 U.S. 541 (1967), they
had no occasion to consider the
reach of the Fourth Amendment
with respect to various federal
regulatory statutes.

The court distinguished Colonade
Catering Corp v. United States,
397 U.S. 72 (1970}, a retail liquor
dealer case where the statutory
authority to enter and inspect
was similar to the statutory au-
thority in Biswell, on the grounds
that there was no forcible entry
in Biswell. in Colonade the court
said the statute had not author-
ized forcible entry. The court said
as to federally licensed firearms
dealers “if the inspection is to be
eftective and serve as a credible
deterrent, unannounced, even
frequent, inspections are essen-
tial. In this context, the prerequi-
site of a warrant could easily
frustrate inspection; and if the
necessary fiexibility as to time,
scope and frequency is to be
preserved, the protections af-
forded by a warrant would be
negligible.” The court also noted
that “when a deaier chooses to
engage in this pervasively regu-
lated business and to accept a
federal license, he does so with
the knowledge that his business
records, firearms and ammunition
will be subject to effective in-
spection.” The court further held
that the seizure of the two con-
traband National Firearms Act
weapons discovered in the
course of the inspection was not
unreasonable under the Fourth
Amendment. .

In Kastigar v. United States, 406
U.S. 441 (1972), the Supreme
Court. upheld the constitutionality
of those portions of the Organ-
ized Crime Control Act of 1970,
18 U.S.C. § 6002, empowering the
Federal Government to compel
testimony from a witness involv-
ing the Fifth Amendment by con-
ferring immunity from use of the
compelled testimony or use of
evidence derived therefrom crim-
inal proceedings are subse-
quently instituted against such a
witness, the Court further heid,
the Government has the burden
of providing affirmatively that evi-
dence proposed to be used is
derived from a legitimate source
wholly independent of the com-
pelied testimony.

The appellees in United States v.
Marion, 404 U.S, 307 (1971),
claimed that the Government had
known of the crimes with which
they were charged, the circum-
stances of the crimes, and ap-
peltees’ identities for over three
years before they were indicted
and at their trial successfully
moved to dismiss on the ground
that the detay in returning the in-
dictment deprived them of their
right to a-speedy trial as secured
by the Sixth Amendment. The Su-
preme Court reversed the trial
court’s dismissal and held that
“. . . the Sixth Amendment
speedy trial provision has no ap-
plication until the putative de-
dendant in some way becomes
an ‘accused’ . . ."” The Court de-
fined “accused,” for purposes of
the Sixth Amendment, as one
against whom there is either a
formal indictment or an informa-
tion, or one who is actually re-
strained by being arrested or
otherwise held to answer a crim-
inal charge. However, the Court
stated that “the Due Process
Ciause of the Fifth Amendment
would require dismissal of the
indictment if it were shown at
trial that the pre-indictment de-
lay . . . caused substantial preju-
dice to (the accused’s) rights to
a fair trial and that the delay was
an intentional device to gain
tactical advantage over the ac-

_ cused.”

In Barker v. Wingo, 407 U.S. 514
(1972), the Court further clarified
the right to a speedy trial by
holding that alleged denials of
the right can only be determined
by an ad hoc balancing test
rather than by any inflexible time
standard. In striking the balance,
the Court stated, the factors to be
weighed include the tength of
delay between arrest and trial,
justification for the delay, the de-
fendant's assertion of or failure
to assert his right to speedy trial,
and prejudice to the defendant
caused by oppressive pretrial
incarceration, impairment of his
defense, and pretrial anxiety and
obloquy.
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Supreme Court

Civil Cases

In Commissioner v. First Secu-
rity Bank of Utah, 405 U.S. 394
(1972), aff'g 436 F.2d 1192 (10th
Cir. 1971), the Supreme Court
disapproved an allocation under
section 482 that would have con-~
stituted income received in vio-
lation of Federal banking laws.
The Court, disagreeing with the
Commissioner, held that insur-
ance commission income was not
partially allocable under section
482 to bank subsidiaries of a
holding company that also con-
trolled a management company,
an insurance agency, and an in-
surance company where {(pursu-
ant to 12 U.S.C.A. § 92) national
banks could not legally receive
any proceeds from selling insur-
ance. Here the banks offered to
arrange credit life, health, and
accident insurance for borrowers
who were reinsured through the
insurance company subsidiary.
All reinsurance premiums were
reported in the income of the in-
surance company which was sub-
ject to a lower tax rate than the
other corporations. The Court
refused to apply the assignment
of income doctrine to ihe banks
and stated that the “complete
power” to allocate referred to in
Treas. Reg. 1.482-1(b)(1) “hardly
includes the power to force a
subsidiary to violate the faw.”
There were three dissents.

In Coit v. Green, 404 U.S, 997,
(1971) the Supreme Court af-
firmed without opinion in Decem-
ber 1971, the June 1971 decision
in Green v. Connally, 330 F.
Supp. 1150 (D. D.C. 1971). In view
of the constitutional issue in the
complaint filed in May 1969, a
three-judge district court was
convened. The court enjoined the
recognition of any private schoo!
in Mississippi as tax exempt un-
der section 501(e)(3) of the In-
ternal Revenue Code unless the
school has a racially nondis-
criminatory admissions policy.
The Service announced in July
1970, that it can no longer legally
justify aliowing tax-exempt status
to private schools which practice
racial discrimination nor can it
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treat gifts to such schools as
charitable deductions for income
tax purposes. The Service
thought the June 1971 injunction
was unnecessary but did not ap-
peal. Direct appeal to the Su-
preme Court was by interveners
representing parents and chil-
dren who support or attend Mis-
sissippi private schools whose
enroliment was restricted to
white students.

On November 9, 1971, the Su-
preme Court denied without opin-
ion the motion for Ieave to file a
bill of complaint in Alabama v.
Connally, 404 U.S. 933 (1971).
Alabama, acting through its Gov-
ernor, ciaimed original jurisdic-
tion of the Court and sought an
injunction restraining the de-
fendants from assessing and col-
lecting tederal income taxes from
Alabama citizens and from ex-
empting income or religious,
charitable, educational and other
organizations described in sec-
tion 501(c)(3) of the Internal Rev-
enue Code. The Government op-
posed the Alabama motion citing
Florida v. Mellon, 273 U.S. 12
(1927), which held that a State,
as parens patriae, cannot repre-
sent its citizens in a suit to pro-
tect them from unconstitutional
inequalities alleged to result
tfrom a federal tax law.

On February 23, 1972, the Su-
preme Court reversed an opinion
of the United States Court of
Appeals for the Fifth Circuit and
held for the Government in an
important case involving bad
debt deductions. United States v.
Generes, 405 U.S. 93 (1972). The
question resolved was whether
the “significant”, rather than the
“dominant”, motivation test is
to be applied in determining
whether losses resulting from a
taxpayer’s advances or payments
on guarantees of loans to a cor-
poration in which he is a share-
holder-employee are ‘“‘proximate-
ly related” to the taxpayer's
trade or business. The problem
arose where an individual tax-
payer bore a dual relationship—
as sharehoider and aiso as em-
ployee—to the corporation
whose default gave rise to the

bad debt loss. The Supreme
Court accepted the Government's
position that business bad debt
treatment is appropriate only
where protection of the salaried
position is the dominant motivat-
ing force and held that where a
taxpayer shows only that he was
significantly motivated by a de-
sire to protect his salaried posi-
tion the requisite proximate rela-
tionship does not exist. The hold-
ing prevents the allowance of a
business bad debt deduction

where the principal or dominant-

reason for creating the debt is a
nonbusiness reason.

On March 6, 1972, the Supreme
Court again reversed an opinion
of the United States Court of Ap-
peals for the Fifth Circult and
held for the Government in United
States v. Mississippi Chemical
Corp., 405 U.S. 298 (1872). The
issue was whether amounts paid
by farmers’ cooperatives for pur-
chases of Class C stock of a
regional bank for cooperatives,
made in connection with loans

secured from the bank, are non-.

deductible capital outlays rather
than deductible interest ex-
penses. The cooperatives were
required by the Farm Credit Act
of 1955 to make purchases of the
stock in amounts constituting a
certain percentage of the interest
paid to the bank on their loans
from the bank, The taxpayers
contended that the stock had no
value and the amounts paid on
the purchase price represented
merely additonal borrowing costs.
The Supreme Court recognized
that the Class C stock had char-
acteristics which rendered the
market for the shares virtually
nonexistent, but nevertheless
held that it had substantial value
deriving from attributes other
than marketability. The Court
held its value extended for more
than one taxable year, and that it
was a capital asset and its cost
was nondeductible.

An adverse decision was ren-
dered by the Supreme Court on
June 26, 1972, in United States v.
Byrum, —— U.S. —— (1972), an
estate tax case. The case in-
volved shares of stock in three

e mis_sries

corporations controlled by dece-
dent, which shares had been
transterred before his death to an
irrevocable trust for his children.
He retained the right to vote the
shares, tc veto the sale of any of
the shares, and to remove the
trustee at will. The issue was
whether the shares of stock
were includible in his gross es-
tate under Int. Rev. Code of 1954,
§ 2036(a), because he retained
either the right to designate the
persons who would enjoy the in-
come from the property or the
right to enjoy the property him-
self. The Government's argu-
ment, which was rejected by the
majority of the court, was based
primarily on the decedent's abil-
ity to control the flow of corpo-
rate dividends to the trust
through the exercise of his re-
tained voting control. Justice
White's dissenting opinion, joined
in by Justice Brennan and Jus-
tice Blackmun, suggests that the
decision “will open a gaping hole
in the estate tax laws.”

Actions of Lower Courts
Civil Cases

In B. Forman Co., Inc. v. Commis-
sioner, 453 F.2d 1144 (2nd Cir.
1972), the Second Circuit upheld
the Commissioner's allocation &f
imputed interest under section
482 to two corporations each of
which owned 50 percent of a
third corporation. The court held
that “control” under section 482
includes any type of control, di-
rect or indirect, whether legally
enforceable, as it is the ‘“reality
of control which is decisive, not
its form or the mode of its ex-
istence.” In approving the im-
puted interest allocation, the Sec-
ond Circuit criticized certain Tax
Court decisions relied upon by
taxpayer, including P.P.G. Indus-
tries, Inc., 55 T.C. 928 (1970),
noting that to the extent those
cases would require a different
result they do not accord with
“either economic reality, or with
the declared purpose of section
482."

Distribution of stock of a spun-
off corporation to the sole share-
holders of the parent corporation
was held to constitute a taxablie
dividend under section 355 where
taxpayer's purpose was to put
stockholdings in a form facilitat-
ing estate planning, there was an
absence of any direct benefit to
the business of the original com-
pany, and the spin-off put sale-
able assets in the hands of the
taxpayers the retention of which
was not needed to continue the
business enterprise, While reai-
firming its holding in Lewis v.
Commissioner, 176 F.2d 646 (1st
Cir. 1949), that a shareholder's
personal motives could be con-
sidered, the court held that a dis-
tribution which had considerable
potential for use as a device for
distribution of earnings and prof-
its should not quality for tax-free
treatment on the basis of per-
sonal motives unless those mo-
tives are germane to the continu-
ation of the corporate business.
The court found that the purpose
here, giving other assets to tax-
payer's daughters so as to ex-
clude them from active manage-
ment of the business, was not a

business purpose. Rafferty v.
Commissioner, 452 F.2d 767 (1st
Cir. 1971).

An important limitation on the
right of insurance companies to
achieve a wholly tax-free liquida-
tion under section 337 was
spelled out in Buckeye Union
Casualty Co. v. Commissioner,
450 F.2d 109 (6th Cir, 1971). The
Sixth Circuit held that the gain
realized by an insurance com-
pany through retention of 35 per-
cent of its unearned premium
reserves on the sale of their in-
surance business through a re-
insurance and assumption agree-
ment was not subject to non-
recognition under section 337
because the amount did not re-
sult from a sale or exchange but
from elimination ot the require-
ment of maintaining reserves.
The result, at least in the Tax
Court and the Sixth Circuit, is
that the “reinsuring” of its risks
is now severly limited with re-
spect to use as a liquidation tool
by an insurance company.

In Labay v. Commissioner, 450
F.2d 445 (5th Cir. 1971), the court
affirmed the Tax Court by hold-
ing that the new custodial spouse
provision of section 152(e), which
obliged the custodial spouse to
“clearly establish" that he or she
provided more support than the
non-custodial parent, required
such proof only by a “clear pre-
ponderance of the evidence” and
not the “clear and convincing”
standard normally used in test-
ing the Government's burden in
fraud cases.

In a case with significant effect
on publicly-held corporations,
the Tax Court concluded as a
matter of law that the accumu-
lated earnings tax can apply to a
publicly held corporation where
the management is dominated by
a single large shareholder or a
sfnall group of large shareholders
who exercise effective control
over the dividend policy of the
company or the company repre-
sents itself to prospective or ex-
isting shareholders as an invest-
ment company with the avowed
policy of accumuiating its invest-
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ment tncome, Having found tax-
payer not to be a “mere holding
company or investment com-
pany,” the Tax Court refused to
find taxpayer's accumulations un-
reasonable and subject to the
accumulated e@irnings tax provi-
sions of sections 532(a) and
533(a) for 1962 through 1965, but
sustained the Commissioner's
determination for 1966. in making
its determination for 1966, the
court considered the market
value of taxpayer’s liquid assets,
ie., its stock investments. Gol-
conda Mining Corp., 58 T.C. No.
13 (1972).

After service of a summons by a
special agent on the taxpayer’s
accountant to secure the tax-
payer's books and records, the
accountant, upon instruction of
the taxpayer, delivered the books
and records in his possession to
the taxpayer's attorney. The tax-
payer intervened in the summons
enforcement action brought -by
the Government and asserted as
defenses to compliance with the
summons that the summons was
issued for the improper purpose
of conducting a criminal investi-
gation and that the records were
encompassed within the taxpay-
ers Fifth Amendment privilege
against self-incrimination. The
district court ordered enforce-
ment of the summons and the
Fourth Circuit affirmed. The court
of appeals held that if a civil pur-
pose existed, as it concluded it
did, the summons is proper. As
to the privilege argument the
court held that the books and
records had voluntarily passed
from the taxpayer's possession
and control and thus from the
“gphere of privilege surrounding
her” for there was no account-
ant-client privilege. The taxpayer
petitioned for writ of certiorari
on January 10, 1972 which was
granted on April 3, 1972, United
States v. Lillian Couch, 449 F.2d
141 (4th Cir. 1971).

In Clifford Irving, et al. v. Eiliott
Gray, —— F. Supp. —, (8.D.
N.Y. 1972), the Court determined
on June 15, 1972, that the pro-
cedure employed by the Service
in terminating the taxpayers’ tax-
able year under section 6851,
notifying them of that termina-
tion, and assessing tax liabilities
under section 6201 before the
normal due date for the 1971 in-
come tax return was proper un-
der the facts and circumstances
of the case. The plaintiffs had
demanded injunctive relief and a
summary judgment. The Govern-
ment moved to dismiss the com-
plaint on the ground that main-
tenance of the action was barred
under section 7421(a). The court
agreed and held that the plain-
tiffs did not fall under the excep-
tions o section 7421(a), citing
Enochs v. Williams Packing and
Navigation Co., 370 U.S. 1 (1962).

In United States v. First National
Bank of Arizona, 458 F.2d 513
(9th Cir. 1972}, the Ninth Circuit
affirmed per curiam a district
court order granting the Govern-
ment's motion for summary judg-
ment in this action for failure to
honor a levy. After being served
with a notice of levy to reach the
taxpayer's bank account, the
bank set off the account against
a debt owed it by the taxpayer,
evidenced by a promissory note
executed after the tax assess-
ments were made. Prior to the
assessments, however, the tax-
payer had signed a signature
card stating that the account
should be governed by the regu-
lations of the bank, which pro-
vided that the bank may at any
time set off against funds held in
any account ail debts owed to the
bank, whether matured or un-
matured, and the promissory note
contained a similar set-off provi-

sion. Notice of tax lien was not’

filed until after the date of levy
and set-off.

The Government contended on
appeal that the case was con-
trolled by the court's previous
decision in Bank of Nevada v.
United States, 251 F.2d 820 (9th
Cir. 1957), and that the bank’s
right to set-off does not qualify
as a security interest under In-
ternal Revenue Code of 1954,
section 6323. In its opinion, the
Ninth Circuit stated only that
Bank of Nevada requires affirm-
ance.

In Mike Scarafiotti v. Shea, 456
F.2d 1052 (10th Cir. 1972), the
Tenth Circuit Court of Appeals
affirmed the district court’s order
dismissing a mandamus action
brought by taxpayer. The prayer
for relief was that the court issue
an order in the nature of man-
damus ordering the special agent
to give the taxpayer or his at-
torney advance notice of any re-
quests for information from third
parties concerning his tax inves-
tigation of the taxpayer.

The Tenth Circuit held that be-
fore mandamus will issue, the
duty of the officer involved must
be found to be ministerial, plainly
defined and peremptory. The
court found no clear duty to give
notice. The statutes authorizing
the use and enforcement of a
summons, including 7602 of the
1954 Code, do not require Serv-
ice agents to give notice to a
taxpayer that he intends to talk
to a third party about any tax
matter relating to the taxpayer.

The court did not acecpt plain-
tiff's argument that Reisman v.
Caplin, 375 U.S. 440 (1964), by

implication requires notice to be -

given before any request or inter-
view of a third party, relying in-
stead on In re Cole, 342 F.2d 5
(2nd Cir. 1965) which rejecte
such an argument. .

Tax Legislation Enacted

The Revenue Act of 1971 is the
most important tax law enacted
during the year. The provisions
of Title 1 adopted a job develop-
ment credit repealed in 1969, and
codified the asset depreciation
rules (ADR) announced by the
Treasury Department in January
1971.

Title Il of the Act dealt with per-
sonal income tax provisions. The
most significant changes involved
are an increase in the personal
exemption and the standard de-
duction, and the allowance of
certain child care expenses..

Title Nl of the Act provided struc-
tural improvements to the Code.
It included amendments such as
amortization of certain expendi-
tures for on-the-job training and
for child care centers.

Title IV of the Act repealed the
Federal excise tax on automo-
biles and light-duty-trucks.

Tille V of the Act enacted tax
incentives to spur exports by
deferring the export income of
domestic international sales cor-
porations (DISC's).

Title VI of the Act provided a
special tax credit for employing
welfare recipients and made a
number of improvements in the
existing Work Incentive Program
(WIN) for welfare recipients.

Title VII of the Act dealt with a
credit or a deduction on an in-
dividual's tax return for contri-
butions to candidates for public
office.

Title VIl of the Act provided pub-
lic financing as an alternative
way of financing the general
election campaigns of presiden-
tial and vice presidential candi-
dates. .

Congress enacted a number of
other public laws relating to tax
matters, the most important of
which are listed and summarized
below:

Public Law 92-138, enacted Oc-
tober 14, 1971, and known as
“Sugar Act Amendments of

1971,” amends and extends the
provisions of the Sugar Act of
1948.

Public Law 92-181, enacted De-
cember 10, 1971, and known as
the “Farm Credit Act of 1971",
provides for (1) the farmer-owned
cooperative system of making
credit available to farmers and
ranchers and their cooperatives,
for rural residences, and to asso-
ciations and other entities upon
which farming operations are de-
pendent, (2) an adequate and
flexibie flow of money into rural
areas, and (3) modernizing and
consolidating existing needs.

Public Law 92-203, enacted De-
cember 18, 1971, and known as
the "Alaska Native Land Ciaims
Settlement Act”, provides for set-
tlement of certain land claims of
Alaska Natives.

Public Law 92-279, enacted April
26, 1972, provides complete ex-
clusion from income for com-
pensation paid to members of
U.S. Armed Forces and civilian
governmental employees while
in a “missing status” during the
Vietnam conflict.

Tax Legislation Pending
Among the tax bills awaiting ac-
tion by Congress at the end of
the year are the following:

H.R. 25, to simplify the Internal
Revenue Code of 1954 by repeal-
ing obsolete and rarely used pro-
visions.

H. R. 424, to provide an income
tax deduction, in the case of dis-
abled individuals, for transporta-
tion expenses to and from work
and to provide an extra exemp-
tion for a taxpayer or spouse who
is disabled.

H. R. 1467, to inciude nationals of
the United States within the
meaning of “dependent” for tax
purposes.

H. R. 6640, to provide rules for
the application of Secs. 269 and
1551 of the Internal Revenue
Code of 1954 to any corporation
organized before Janaury 1, 1970,
as part of a business expansion
program to engage in a separate
marketing location not previously
served by an affiliated company.

H. R. 7296, to permit a govern-
mental unit issuing industrial de-
velopment bonds to elect to have
a $10 million limit apply to an
issue.

H.R. 10264, to permit an election
by a foreign banking business in
U.8. to treat U.S. source interest
income as effectively connected
income.

H.R. 10335, to permit periodic re-
tirement payments made to re-
tired or disabled partner to be
excluded for self-employment tax
purposes.

H.R. 10646, to amend Subpart F
provisions to eliminate from the
concept of U.S. property certain
debt obligations acquired by con-
trolled foreign corporations en-
gaged in the banking business.

H.R. 11124, to amend Sec. 103 of
the Internal Revenue Code of
1954, relating to interest on state
and iocal governmental obiiga-
tions, to increase the exemption
for small issues.

H.R. 11184, to allow an income
tax deduction for additions to an
account for accrued vacation pay
earned by employees.

H. R. 11197, to reduce minimum
investment return requirements
for private foundations.

H.R. 11200, to relax exemption
requirements for social and mem-
bership clubs.

H.R. 12272, to estabiish minimum
eligibitity and vesting standards
for retirement plans and allow
deductions to individuals for re-
tirement plan contributions.
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H.R. 14370, to establish a “pig-
gyback” system whereby the In-

- ternal Revenue Service would
take over the coliection and ad-
ministration of state income
taxes.

H.R. 14628, to provide for the co-
ordination of United States and
Guam individual income taxes.

H.R. 15230, to provide for an or-
derly and systematic review of
virtually all provisions of the In-
ternal Revenue Code of 1954
giving any special exclusion or
deduction or special tax rate to
any particular type of group or
category of income.
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it s 7
{hn thvusands of doliars. beo tabie 3, p. 110 for lax sates and further breakdown of national totas by sources) areas—Continued . Is b as]
[in thousands of dollars. See table 3, p. 000 for tax rates and further breakdown of national totals by sourc
individual income and employment taxes
Internal revenue regions, districts, States, pley Alooho! taxes
and other arsast Total internal
revenue Corporation income tax Incoms tax istif i
(States epesepted by single distrts indicated in | colctons | income tx ror | oLibkeld | wikhoia eng | paiioat | unemptoyment Excantakes, Distiled spirts taxes
arentheses; totals for gther States shown at bot. otal and self-em- | old-age 2nd retirement insyrance . regions, Bistricts, States and other total (sum
om of table} ploymeat | _disabiity . '"‘,’,’,".‘,‘:"{&’R‘é r%lv‘:r"es'enled by single districts | Estate tax | Gitttax | of ct;lsnlgas Tots! \mported .
tax insurance N mdicated In patenifoses: torals for ther States e Total | epfected] Domestic | Rectf, | Oczupa: | Other
. e . cation ¢ | tional
) @ @) ® ) ® o shown at bottom of table} cushms)
as (1) as) | asy [ an
United States, total.....................] 209,855,737 | 3,925,546 | 152,593,187 | 27710985 | 122,7853% | 1.072.77 1,014,069 ® 9 an a 2 )
North-Atlantic Region 43.591.539 | 9 me.0 | 31285672 | 403,825 26.100.241 54,354 226,752 63 | 12,864 552
RurdaZ” i o] e [r L 400 1.3 United States, total.... .. ooeoeeeee. 5.126.522 | 363,447 | 16,847,036 | 5.110.001 | 3.760,915 | 761 612 | 2.958.725 | 27 .3 h
RUsta K . R . \ 4,78 K AR 2.5 21
Bostor. 5,896,884 893543 |  4.505.621 79766 3.60.071 6.515 3113 ic Regi rmasa | soan | r.66s6zs | es9.5aa | asa.mR7 271839 | 222.9%6 | 2075 1.8 1
Hrookiyn (See (c} below) 4,226,032 alsie3 | 3lasie 881,13 2.545.643 12.219 227190 North-Atlantic Region. - eiow 41025 353 24,09 | 14,341 198 55 %
Buffalo, (See (¢) below). 3,606,454 684.515 2.684.020 447,34 2.217.313 219 1914, Albany " {Maine) - | 2204e6 645 8.833 2,557 It
Burlington (Vermont). . 247 .6 27465 205.49) 51.5; 152.320 350 2 (Massachusetls) 1 owsse | 9739 318,012 | 181,840 3
Harttord (Connecticut) 4.377.2 225.381 3,150,045 6049 2,522,662 3 22 43, " (See () below) . b 142,384 | 10.3%0 197.908 15015 7
Manhattan (See (c) below) 21,0248 5.910.266 | 13.908.170 | 1,632,399 | 121141921 26,635 107,215 * (See {c) below) | uzssey | esze | 103532 ) 38350 i
Portsmouth {New Hampshira) 508,736 59.567 413,240 26, 323.265 3 97 T (Vermont). .. .. 1 s 505 336 1 225 2
Pravidonce. (Rhode Isiand) 977, 161.238 721,628 113.5 602,460 24 163 * {Connecticut) 162,938 878 329.969 89 77 788 4
WMid-Atlantic Region, . _........... 30,766, 450,735 | 22,915,198 [ 3.850.397  1a.588.711 258,962 147,12 N A osiizz| esma ) ed9uass| 23610
Ballimore. {iaryiand and DG} 51835217 520636 | 4.777.600 71739 | 399250388 115430 19403 i 1 e | s dss 17063
(New Jersey) S| 7875826 | —1.5377674 | sl620,07¢ { 1,170,734 | 4,458,203 5.138 39,950 S ' 1 2469 840 2851 10,333 2.26
(See (¢) below) o 7T.660.720 977,352 1 5.826.405 927,525 | 4.685.229 173182 391469 e Region” s7a35 ]| s1.er| 2,5950231 610.140 3
(See (2) below) 1 Cmsieer 594779 3.698,248 48221 | 3,169,915 14,000 281 Hid-AtantC Region. - ayiand and 6.65 7] tos3i0 ] rms| Tazisha] zerioes H
(Virginia). .. 1 sa e 2,275,324 e | 170 51,152 1514 Ballimora . (Nowi erseyy - 213220 | e 281,261 53
g . . 109, X 0 1 o] i . -
NEBLREIR 2,351,006 | 13,979,528 [ 3.31, 10,430,458 59.712 103,43 q wse| ses| oz 8903 ¢
1 3ase! 53346 2 4 495 2,080,933 54, 18.09: 1 omes| san| sseees| 2702
) 1 226,92 1.332.95% 281, 1.028334 9,706 10237 25,954 | 3.641 31774 1 58 2
South Carohna 1 rag 175,84 7563 203, 775! 127 69 550.742 | 38,188 | 2.014] 4 i 6
North Caraiina), 1 4 74640 2,569,343 198, 2,046,375 1.400 2,643 70,231 am2 [ oA I 2%
(Mississippi). _ 760, 106. 39! 2,553 417,946 572 543 339 [ 255 ) 1 56 13
* tFlorida).. 1 sasm 700,16 4,026,495 2.678.208 43.136 251136 369 999 4 3 &7
_ (Tennessee 1 290 36181 1,864,023 40 804 2220 1a2n 292 3450 13 12
.......... | 348564 6.79,561 | 23.220.992 19,584,235 £0.305 148905 Bl pan 170 io
~iSen (d) below) J Tanes B14.13 31089278 6 2.502,819 255 237178 286! 15.013 ] 40
Z (Ses (d) below) ] 7eezoe | 121005 5,823,410 5.012.685 28,951 36,778 50.006 | 4865 1:60: it
roit... ~ (Michigan). 1 aseviera | 310071 8416453 7.313.104 187488 58.775 536, 37,516 21 2
Indianapolis i | szoan 621,306 4050875 31428,306 1.668 181120 1 788 3 6
Louisville. . 2,834,858 328,65 1,250,153 906,331 31,38 1138 1 11623 i 17
46,712 11,15 813 1 430,961 57 K1) 166.558 { 10,998 3 4
32,0387 | 5,531, 23555763 | 3.9 19,148 288 34753 162,652 8719 12 u
26 112 1,928 143 6 326 1204 4 2
2,422,44 9.475:993 | 1,3 7,903, 119,214 71,588 2 .04 [
289,21 1,302,641 3 918924 536 1996 12, 48,503
150, 216,711 . 147,74 10 \207 : 164
654,48, 27191135 455392 | 224373 692 19,319 282,33 1662
149,80 958,753 211,613 693,35 234 1487 o1 A
. 887.806 |  4.101.537 608.620 |  3.397, 68,317 537 94 *290
St. Pau) 648,77 2,979,592 379.882 | 2,486119 | - 84625 is; . 558
Springliald, _ 42972 1,58'471 361,55 1.215.68 3.057 1198 4 (797
Southwast Region 2,610.978 | 14708 a0 3.368,7 11,160,381 90,363 88 125.794 | 8,292
Albuguerqu 4153 400,448 927995 305.16; 9.156 | 12,301
Austin_ 755.350 | 3,826.573 93431 | 2.863.2 4,632 24333 7,203 1 10
Cheyennc 13,621 141845 3.238 5) 82 3 84 01,293 | 43743
Daltas. 730,209 | 3.2090356 815,330 | 2,447.48 13.822 22,757 100287 { 1317
Denver 20783 | 246,960 294380 2013387 9,657 1005 170,175 | 11730
Littin Rod n 104177 611,700 18718 1901 53 22 65
New Orleans Loyisiana). 7et ] 1597042, 375558 | 1,210/84 1182 831 118:500 | 13.062
Oklahoma City Oklahoma) 2739 1.272.221 307,745 955,30 i1 ) 33643 3.383
Wich Kansas). 199,96 111,810 307,423 60,435 1485371 1.0
Western Region 3.170'60 235518l | 4,246,782 | 1687815 89733 140508 53385 [ 4.51
17! 192512 542 160. 895 (Oklahoma) we | e
§2.2 441,668 79.593 358,302 .233 et (Kansas)._.._. 44,550 | 3,949
B3 2631654 85.503 I 253 56 o178 | s
X 2 3
1,39, 0 58,308 93 593
136.3 40 1800 505 06
258,156 1558 t 7 1
68,455 2.617 2
80,271 3139 oy
782,514 37,503 4
3 219.788 13284
Office o 39,858 5514 7
Puetto Rico. 705 5297 4
er.. 39,153 3t
Undistributed:
Federal {ax deposits and deposilory receipts! 351,007 .
Gasohne lubricating oit, and excess £ ICA credi 586,964 : ve
Transterred 1o Government of Guam 100690 | Underes
el s o et anplreel sl ' Fadealte ot s gpostony st
d ity asoline lubricalwng oll,
and oil—Air Force and Navy. ... B Ty LTSRNV Ny SR KO URS I ISOUORT, Transtetred to Government of Guam .
Withheld taxes of Federal employees
i e tax
Totats for ststes ot sowa above R vk and M-
(a) Calilornia 18.962.545 | 2.176.596 | 14.741,305 |  2.790.187 [ 11,768,616 85.391 96,111 Totats for states aot shown above
8) Linois 15,410,775 ] 11065 4et Lrean | s lissn 122211 80,88 »
() ¥ 388 18573 11455 1508, 14l 160,050 138 | 1.376
2.024.730 | §9120687 | 1.307.391 | 7.515.5% 29,206 59,956 (3) Calitornia. | eneer| ssom| rassnz) sl | 3.7 3505 [ s 54
Usius) ety | rnamr | raseiu 187182 67,530 (0} Iilinois . seazel 1400 LIS OR L 62567 | oeaioon 821 | 169 18
(f) Texas_ . 1,485,559 7.125.930 1.749.670 5.310,716 18,454 47,050 (c} New Yo 2} 820,503 ?gm . %éi?ﬁg zgs'gzs 215 387 1,398 610 9
Ohi o224 | 18 055, - ol 1.887 | 1.09%
247.675 | 21.050 | 1.074.265 | 234.703 506 . 100
o fennst A Bkeal W% | vesao | Vevss | asibor [0 3300l




Table L.—Internal revenue collections by sources and by internal revenue regions, districts, States, and other

areas—Continued

[In thousands of dollars, See table 3, p. 110 for tax rates and further breakdown of national totals by souices}

Alcohol taxes—Continued

internal revenue regions, districts, States, and other Wines, cordials, elc., 1axes Beer taxes
areas! (States represented by single districts indi- |_ _ _ - —_—
cated in parentheses;, totals for other States shown H
at bottom of tabte) Imported Occupa- Imperied Oceupa-
Total (collected | Domestic ® tional Tota! {collecled | Domestic? tional
by Custoris) taxestt by Customs) taxes1?
18) as; (20 an 22) 23) 124) 25)
United States, total 181,223 17,587 160,150 3.526 [ 1.167.863 6.539 [ 1,157,745 3,579
North-Atiantic Region - 35,076 8.271 6,541 264 135,121 3.35 131.214 556
Albany . - 556 g 14186 | . 12,135 5
. 1. - 5 3 - X
(Massachusetts), .. . _| 2 11.463 I
See (c} below)_ . . 57,4355 13,
(See (c) belaw 48 20,377 13
45 7 Rt 7
(Cannecticut}” 7 843 809 4
(Sea (c) below| 23 . 32 12
(New Hampsh| 1 ) - 16,696 3.
{(Rhode istand 3 .242 .- 10.241
250 179.489 381 178.703 &
54 7.0 381 6.658
1n 8,86,
4 122
2 0
179 no
Wilmington 1
Southeast Regi 503 Bl
tiant 173 5
5
uth Cal 135
{(North Caralinaj, 193 137
(Mississippi, 111 107
Florida). 279 3
7 5
¥ 605 1
Cincinnati.. 115 7
Cleveland. {See (d) below) 165 4
Detroit 215 2
02 4
46
79
106 550
6 30
51 50
8 90
3 36
{ 7 103
{Nebraska). 3 2k
(MISSOIJN] & 70
(Minnesota). . 8 136
(See (b) belaw)_ 5 14
592 900
{New ‘Wexico), 2 3
(See (f) below; 359 43
{Wyoming).... . (*) 3
(See (f) below) 184 94
{Colorado}. _ 10 40
(Arkansas). . . 16 35
New Orleans. (Leuisiana) . 1 124
Oklahoma City, {Oklahama}. 5 143
Wichifa (Kansas). 5 105
- 805 355
1 1
25 31
1 16
3 2
219 136
51 10
145 29
4 4
3 27
239 . A )
(Washington). H3 43.9! 62 43,881 16
office al Inlemallonzl Operations. _ 10
Puerto Rico. ... ......ooon.
er
Undistriduted:
Federal tax deposits and deposilory receiptss. .
Gasoline lubricalwmg oil, and exuss FICA crediis |
Teansferred to Government of
Withneld {axes of Federal Emplayees. -
Clearing account for Lxcise 1ares—aviation fuel
and oil—Ar Force and Navy. .. s T SO PO
Tolals for states ngt shown above
. 10.9i5 1,528 108,929 458 74.705 1.094 73,391 219
. 4,901 1.6 3.179 55 37.228 310 6.854 64
(c) New York _ - 29,257 8.573 22,553 130 94,642 2,205 2,000 437
{d) Chio. ... . 2.310 87 1.160 280 38,227 5 38.145 31
(e) Peansylvania . 1647 ). ... 1.640 6 8.550 ... 58.339 212
(1) Texas - 1,096 552 " 543 83.239 238 82,558 44
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Table 1—Internal r llecti by

areas—Continued

{in thousands of dollars, See table 3, p. 110 for tax rates and further breakdown of natianal total

Is by sources}

and by internal revenue regions, districts, States, and other

Internal revenue regions, districts, States, and other areas? (States by single

Tobacco taxes v

districts indicated tn pasentheses; totals for other States shown af buttnm of tablel

Total Cigaraties Cigais? Otner 13
26) @) [ 129)
United States, total ... ... it . 2.207.273 2.151.0158 54,173 1,882
North-Atlantic Region S LlSZ 213 330 589
mA!blnY. . (See (c) below) 38 N

Braokiyn. .
Buftala.

(Connecticut}
(See (c) betow) .
(New Hampshite) . . -
(Rhode Island).
(Marytand and B.C.)
(New Jersey) .
(Sea (e) below)

Portsmouth.
Providence

Greensboro orth )|
Jacksen.., - (Mississippi) _
Jacksonvill (Flarida). .
Nashvil (Tennessee, .

Central Region R
Cincinnati, (See (d) below) .-
Cleveland. (See (d) below) .-
Detroit (Michigan) RN
Indianapohis (Indiana)._.
Loursville. (Kentucky)

Parkersburg - {West Virgima)

Midwest Region

{South Dakotay
(Soe (b) below),
(low:

Albuquerque.
Austin_.

Dabias._
Denver. ICulnudn)
Little Rack {Arkansas}

(Lowisiana). . .
. (Oklahoma)
- tKansas),

New Orleans

Sal Il ok ity .
3an hanclscn

(See (a) below
(Washington)

Sea
Office ol Inlnm:t ona
Pusilo Rico.

er .
Undistribute:

Federal tax depesils and dapository receipts®
Gasoline (ubricating oil, and excess FICA credits
Transferred ty Government of Guam
Withheld taxes of ¥ederal emplovees *
Clearing account for Excise taxes—aviation tuei and ofl —Aif Force and szy__

11733

430,658

Totals tor states not shown

ahove

(a) California
(b} [Hinois
[ Ncw Yorl,
(@) 0

(f) Pennsvlvama

2

104
775
22,3939
183

105




Table L—Internal
areas—Continued

[tn thousands of dallars. Ses tabis 3, p. 110 for tax rates and further breskdown of national totals by sources|

by

and by internal revenue regions, districts, States, and other

Intern:

States shown st bottom of table)

Manulactyrer's excise taxes

Retailers’ excise taxes

revenue regions, districts, States lmi
other areas.! (Stales represented by single dis-
tricts indicated n parentheses totals for other

Total

30}

Tires
(whally

or in parl
of rubber),

inner
tubes, and
tread

rubber
33)

Non-
Com-
mercial
aviation
fuel other

lmlmu

(38)

United $tates, total
North-Atlantlc Region
Albany

5.728.657

681,320

e
Atlanta..

olumbia

{
(
(Kentucky
§

West Virginia

See (b) below).

New Mexico) .
Sce (f) below,
sea (1) below)

Dem

Lmla Hn:k

New Drieans

Oklahama City

Wichita

Sea --_(Washington),
Oﬂlu nf lnlemnlonal Operations. _

292,729

RS Sl

N

Federai tax deposits and

159,039
60

367
1.007

8,857
17,482
58
76.11%
54,660
186

43
72,423

31716

T P Ty

2.
W

Gasaline lubricaling o, T eress FIGA

credit:
T of Guam

Withheld 1axes of Fedoral It

Clearing sccount for Excise taes—aviation

tue! and oil—Air Force ang Navy

states not shown above

(3) Calitornia,

(8) Pennsylvan

(f) Texas...

106 ’

Table 1.—Internal r 1
areas—Continued

[in thousands of doltars. See tablo 3, p. 110 for tax rates and further breakdown of national totais by sources|

and by internal revenue regions, districts, States, and other

Internal revenue regions, districts, States, and ather

Retailers’ excise taxes—Continued

Miscellaneous excise taxes

areas  (States represented by single districts indi- Telephone | ranspor-
cated in parentheses; totals for other States shown and tation of
at boltom of table) Tatal leteiype- persons Sugar
writer by sir
services
“n @2 “3) (46)
United States, total ... ... ... 2,694,942 | 1.650 499 515,269 115,752
North-Atlantic Region . 614,078 275,242 157,030
Albany . 4,452 3.312 4
1.2 453 5]
(Massachusets). 73,988 56,778 8.350
(See (c) below) 72,430 676 63.920
{Ses (c) below), 18,096 11,943 3.493
(Vermont). 4 127 6
85.1 80.071 151
rSee {c) below) 356,7! 123,147 80,988
w Hamsphire) 7 209 1
(Rhode tsland} 58 12 7
.......... 287,028 237,564 10,391
(Maryland and D. 58,943 43,258 10,038
(New Jersey)__ 78, 69,423 7
(See (e) below. 98, 83,028
{See (e) below 12 9.006
{Virginia)_ 36.. 32,848
{Delaware) . )
. 381,180 251,163
(Georgia, 7, 110,405
{Alabama) 99,71 91,063
(South Carolina). 4 74 1.974
{North Caroii 32, 20,197
(Mississipp <504 464
(Florida)_ . .. 55. 21,126
(Tennessee). 1, 5,93!
- 35, 200,528
See (d} below)_ 33,0 25,382 413
See (d) below). 66.91 60,241 138
Michigan). 75,560 64,470 185
\ndianapoks. ... . i 42,18 35,683 194
Louisville. - .13 4,869 3
328 9., 12 [
592,011 348 94t
(South Dahkota) 546
24 Agﬂ'l 112.467
(North Dakota) L34
29.90 24.542 3
69, 67,2 4
199,10 121,581 62,214
(Minnesola}. 33,87 6,211 18.783
(See (b) bel 13,49 10791 9
185,33! 79,050 32,651
B9 1 4
26,56 2,266 8.310
754 105 1
47,785 18,287 15,382
686 48,482 8.413
.95; 1,81 2
15,380 1,075 394
. 194 1,231 9
159 5.9 6
386,097 256,441 49,293
546 2.118 131
,367 214 1)
349 82 72
214 4.543 2.116
82.563 Zi.fﬂl 3‘.; 3
' 4
44,483 48,802 —10,323
12,515 14 4
910 15
169,502 131,015 20.263
50,324 45,677 965
Office of Intel 162 E
Puerto Rico. 9

Federal tax deposils and depository receipts®. .

Gasoline lubricating oil, and excess FICA crediis’,

Transferred to Government of Guam.

Withheld taxes of Federal ampioyee:

Clearing account for Excise taxes—aviation vet

and oil—Air Force and Navy . _.

(a) Calitornia.
{b) Hlinois_

940 2
111.839 92.034
74,350 20.553

55 010

148 “5

234592

107




Table 1.—internal revenue collections by sources and by internal revenue regions, districts, States, and other

areas—Continued

[In thousands of dallars. Sec table 3, p. 110 for tax rates and further breakdown of national totals by sources]

Miscellaneous excise taxes—-Continued

internal revenue regions, districts, States, and other

areas! (States represented Dy smgl: districts | Nascotics and

inticated in parentheses; totals for other States
shown at botiem of llbl!)

occupational

Use taxon
civil
aircraft

52y

toundalions

£

Other!?

Unclassi-

tied ﬂclsu

(55)

United States, total.........._........._|

-
&
&

20,375

North-Attantic Region_ oea

Albany.. iSee (c) below;
(Maine).. __
{Massachusells,
(See (¢} betow),

Manhattan_

Fro
Mid-

Maryland and D.C.)
(Now Jersey)..
(Ses (e} below)
(See (e) below)
(Virgima)__

_ (Delaware].

(See ) beiow)
_ (See (d) beiow)
(Michigan).
(indiana)
{Kentucky)
(West Virginia),

Nebraska)
Missouri).
{Minnesota;
iSee (b) bel

" {Sew (1) below;
. (Wyoming).

{See () bel
. (Lolorado)
_ {Arkansa:

(Louisian
- (Oklahnma)
(Kansas}

e
(Washington).
Operallnn!

Federal \ax deposits and depositury roceipts®. .

Gasahne lubricating oil, and excess FICA

credits? -
Transferred t5 Goveramant of Goam
Withhetd 1axes of Federal employees. .

Clearing account for Excise taxes  avialion
and oil —Air Force and Navy. ._......

w

Blmalunns =8

Pwowm

w

OIS - PP P = TP 1]

Sa neo
&

191

=
who N

=

Y
-

02

2 arm e Bl

&
Blulenwa.
~ewld

2,492
858
610
864
510
190
396
.805
699
742
044

n
Brarare o

PO

SUGREEHLERES

SN P I SE I ARG SO

D@

@

Sl
e

e~

.
=i
2

5,503
2

779.330

72,413
2

{a) Calitosnia
(b) litinois
(c) New Yor
1d) Ohio. .

18} Pennsyivanis
o) Texas....

—~Ew
iy =1}

3
1,197

6.931

2.0z

62.100
99

1,118
2.9

&
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Table 2,~internal r

and by quarters

Quarter ended

Corporation income tax ...

Individual income and employment taxes, total

incame tax not withheld and sett-employmant tax '4_
Incame tax wnhnald and old-age and disability insurance ¢4

Tobaces taxes, lotal ... ... .._.... .

Retailers’ excise taxes, total__.

Noncommercial aviation gasaline

Noncommercial aviation fuel other than gasofine. _

Diesel ang special motor fuet
1

Misceltzneous excise taxes, total

Telephone and telatypawriter exchange services
air

Use of mlemalmnal air travel facihlies.
Transpartation of property by air.

ug: .~
Narcmics and manhuana, mnludlnx ocetipational taxes.
Coin-operated gaming devices .. ...

C
Use tax on highway mater vemclns.

33 453,095

4 7I]l 308
28.331 418

271,497
118 878

4,537, ll8
],240,025

125,052

Sept. 30, 1971 Dec. 31, 1971 Mai 31,1972 [ June 30, 1372
GraRd OB e oo oe oo e 45.252 754 41.666.898 52,768,015 | 70,168,070
6,356 439 6.905.071 | 7.100.5050 14,563 531

10.148.88 50,339.526

12 18 160, 15 207,163

27,261,051 32.730.520 47462370

Es3.00 268,100 30 159
55 383,927 39 §

1 4|5 923 T 473040 L

100,030

4 597 355 3,688,136 2,008 438

Trisos] T T

033 068 882,809 53 017

52,628 4590 43,384

274 81 251035 326.952

527.848

743.373 614,538 699,405
511.146 386,808 401,030
128.765 128,062 133,330
14,321 £.410 n.212
6,987 7.470 7.
32,368 20,387 33,530
131 72 123
505 326 630
102 47
A28 945
22,212 28,588
3.931
6.131 14,859
15.042 N 635
2.223 333 5

109




Table 3.—internal r ftecti by , fiscal years 1971 and 1972

[In thousands of doliars] st
Ly
Fiscal year
Sources of revenus
1971 1972
ay @
Grand total, all sources. . p ven 191,647,198 209,855,737
Cerporation income taxes, total. . : 7 30,319,953 34,925,546
Regular
Exempt organization business income tax_....__. ST 30,312.;2: “'91;;'}13%
Individual incoma and taxes, total - 140,671, 11} 152,593,187
Incame 12z not withhald and sell
anrmedln withheld and |oid-ago and disability msuun: N X xfﬁﬁ& l'ﬂggggg
ailroa = 1043 072,
Unemployment i msuuncn employers of | or more pe at any time in 120 calendar weeks, of pald wages of §1.500 or | 1.043,878 1.012.776
more in any calendar quarter, taxed 3.2 percenl on taxable porlion of wages, effective January 1,172 ___.____ .~ . 972,403 1,624,069
Estate tax, graduated rates from 3 percent on nm 15 000 of net estate in excess of $60, tic
$10,000,000; crodil altowed for Slate death ta - e 000 sxemption to 77 percent an portion over 3,352,641 5,126,522
Gift tax, graduated cates from 2% percent an st 552006 o e
0, 000 + 33,000 annual exclusion tor each donee. 431,642 363,447
Exciso taxes, total . s — 16,871,851 16,847,036
Alcohol taxes, total. ... ___.

Distilled spirits taxes, fotal ... b B
imported (collected by Cusioms, rates same 28 domestic). 775,391 ‘761,612
Domestic, $10.50 per proof gallon o1 wine gatlon when belo 2,703540 2,958,725
Rectitication, 30 cents per proof gailon 2 RN
Occupational taxes: : .

ganhuveuge manutacturers of spirits, $25, §50, $100, per yea . 53 n

ectifi -

Less than 20,000 proof gallons, $110 per year. 4 4

20,000 proof gallons or more, $220 rnl year 16 2

Retail dealers in liguor or medicmal spirits, - .- 10,572 12.118
Wholesale liquor dealers, $255 per year : 503 ‘646

s Mlnu:(murelu of stills, $55 per year . 5 5

QIXUIGS enaities, elc

St or cor : 2 2

Wines, cordials, etc., taxes, total 177,213 181,223
Imported (collected by Customs, rates same as domestic) 17,259 | 12,547
Dolm“um (Sl|lldv{1:|esnl7s§)unls 67 cents, $2.25 per wine galion: sparkling wines, $3.40; artificially carbonated wines, $2.40+ ) ’

liqueurs, cordials,
Occupational taxes: 17.20 160.1%
Retail dealers in wines o7 in wines and beer, $54 pe < year, 2,538 3.251
Wholesale dealors in wines of in wines and beer, 3225 per year. "206 m

Beer taxes, tota) . 1.107.722 1,167.883

Imported (collected by Custors, rates same as domestic) 6.584 6,539

Domestic, $9 per barcel of 31 galions ™ 3 . ;

Occugulionll taxes: ¢ 1.087.651 1.451.745

rewers:
l.ess |han 500 barrels, $55 per yaar 1 1
70(S OF MOre, $110 per Year. ..o oo e 17 13
Retail dmeu in beer, $24 pnv!en uncludes limited retail dealers in wines or beer, $2.20 per month). ... "7 777770 2.8% 2.873
Whalesale dealers in beer, $123 per yea - .- y 638 ‘692

Tobacco taxes, total. 2,206.585 2,207,273

Clgamﬂes |nll| ........... 3 - 2,149,527
il'¢ ¥4 per thousand.. 2149518 XU
Lurle (C:us 8) $8.40 per thousand, except if oves 6% inches long $4 per thousand for each 234 inches of fraction
- 12 H
- [ S
Cigars, lotal, - R O O 54,775 5.173
Large cigars, total -
Class A (Retaiting at not over 24 cents each), $2.50 per thousand * “vgfg 52'2;;
Ciass B (Over 2% cents, not over 4 conts each), $3 per thousand # 1,986 1.822
Class C (Over 4 cents, not over 6 cents each’, 34 per thousand ¢ 10,876 10.215
Ctasa D {Over § cents. not over 8 cents aach), 37 per thousand 0957 9.775
ass E (Qver 8 cenls, not aver 15 cents each), $10 per thousand 21,517 22,585
Class F (over 15 cents, ot aver 20 sents caeh]. 315 pet thousamd fmr 4916
Class G {Qver 20 cants each) 520 pes thousand 3446 3,683
Small cigars, 75 cents per thousand. 637 1,126
Prepayments 50 ‘58
765 79
4 10
1.513 1.153
Stamp taxes on documents, other instruments, and playing cards total?z____ 68 259
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Table 3.—Internal r

{In thousands of dollars)

fiscal years 1971 and 1972—Continued

Fiscal year
= Saurces of revenue
1971 1972
m @)
Manutacturers’ excise taxes, total. ... ... 6,684,799 5,728,657
Gasoline, & cents per galion_ . . 3,547.678 3,741,160
ting oil, etc., & cenls per galion; cutting oil, 3 cents per galion &, 88,185 95,474
Tires (wnnny of in part of rubber), inner tubes, and tread rubber:
Iues highway type, 10 cents per pound other, 5 cents per pﬂund except laminated tires (other than type used on highway
ehicies), 1 cent per pound 541.840 626,401
Imm tubes, 10 cent per pound v . 23,500 27.083
Tread rubber, 5 cents per pound. . . . 8,037 27.866
Mator vehicles, chluls bodies, parts, a0d accessories:
Passenger “sutom chassis, bodies, etc., 7 percent2®, . ....__.coeeeoont . 1,695,112 563,223
Trucks, and buses, thnm bodies, etc., 10 [ L PR 625,290 497,138
Parts and accessaries for astomobiles, tHucks, etc., § percent .07 099
Radio and televisian sets, phonographs, components, elc.. 10 percent?! 129
Refrigerators, freezers. m—tondlmneu etc., 5 percent: sel|~cnnumnd m-conmtmnmg units, 10 percent 2% -10
Electric, gas, and oif B POICBNt I e aeeomeaesesiammemeeemnmn e emomeeemonean e eee =1 14
Pistois and revolvers, 10 pereent ... ... - 1.220 7.963
Phonograph records, 10 percent 1 =37
Musical instruments, 10 pereent?) .ot imreim e rae e -30 -2
SPomng goods (other than hishing rods, cveels etc.), Wpmrcent?® ..l *) -2
Fishing rods, creels, etc., 10 percent .- 14.303 13,023
Business and store mlcmnes 10 percent?s . ~12
Electric light bulbs and tubes, 10 percent 27 . __ (*} -17
Firearms (other than pistois and revolvers), shelis and cartridges, 11 percent 29,484 3%
Mechanical pencils, pen, 10 percent; lighters, 10 cents per hlhler {$1 or more) 10 percent (less than $1) 3. 1
Matches, 2 cents per thousand (but not to exceed 10 percent of seling price); fancy woaden or colored stems, 5% cents per thousand 15, L0 3 SO,
Relailers’ excise taxes, totai..._..... - 1282144 326.833
Noncommercial aviation gasoline, 3 cents per gallon, _ 4,753 8.833
Noncommercial aviation fuel other than gasoline, 7 cents per gallon. .. 10,918 19,381
Diesel and special mnkur tuels, 4 cents per gallon (in some mstances 7 conts per galion)_ . 298,608
Luggage, etc. 10 percent. [{9 7] R,
Jewelry, etc., 10 percent. 15 [
Furs, 10 percent. . )
Toilet , 10 percent S L I
excise taxes, total T2,487,773 2,694,682
taxes, total 2! 62 -99
Theaters concerts, athletic contests, etc.:
Admissions, 1 cent for each 10 cents ar major fraction thereof of the amount paid in excess of 8] -17 ~18
Leases of boxes or seats. 10 perceni of the amount far which similar accommodations are sold . . 4 )
Rool gardens, cabarets, etc., 10 percent of total paid for services, ofc...__ 83 -8
Club dues and initiation fees, 20 percent (if dues or fees are in excess of 310 per yea)¥_ ... -
Telephone and ldelynewnler exchange services 10 percent; wire and equipment services, § ocn:enl " 1,624,533 1.650 493
Transportation of perxnns by air, 8 percen! (which was increased from 5 percent effective July 1,1970 123,08 515,269
Transportation of proj LT S, 21.585 455
Use of international lu travul tacilities, 83 per person. . S 25.713 221
Sugar, hall-cent par pound. . i eieiiidmmaiaieccmemasesesnaeann - 113,55 115,752
Narcotics and marii BB et remmaeemecemmaesme st ecmesseancessesannas 1.853 466
Narcotics 23 1
. . 1,130 454
Coin-operated amusement devices $10 per device, per year, bowling alieys, pool tables, etc. $20 per alley or table, per year ¥ __ 20 19
Cnm-opemed gaming devices, $250 per device per year 15,183 14,847
Wagening L
Oc:up:lmnal 1ax, $50 per yoar_.
Wagers, 10 percent of amount wagered 4,572 4.315
Use tax on highway vehicles weighing over 145,058 157.219
Use tax on civil aircraft, $25 per year wilh a
cents per pound on turbine engine powers 17.720 20,375
Aduiterate butter and filled cheese ummmcd a 2 4
Firearms transter ana 12 (1]
Interest equalization 60.118 71.885
Foreign insurance. 9,579 15,725
Private foundati
Net investment’ income, 4 percent_____ 24,583 56.045
Self dealing, dlsqulhhed persons. 5 pei
involved 8 L3
Excess pusme: HY
Taxable 3 .7
Failure to file certain m'nrmmon mmms"‘._ )
Assessable penaiti respect to annual rep: ‘33
extise uxes____ 7.3
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Table 4.—Internal revenue collections by principal sources, fiscal years 1940 through 1972

1in thousands of

dollars]

Income and profits taxes

. . Manutac-
Fiscal year | Total internal . N Employment | Estate and Alcohol Tobaceo turers Alt gther
ended revenus Gorporation Individuat taxes1¥ gitt taxes taxes? tazes® excise taxes
June 30 collections Total income and income taxes
profits faxes?
taxes?
()] @ €] ) (5) ®) 7 @ ®) (10;

5.340,452 2,129,609 1,147,592 982.017 833,521 360,071 624,253 608.518 447,083 337.392
7.370.1 3,471,124 2,053,469 1, ll/ 655 925,856 407,058 820.056 £98.077 817,373 430,564
13.047,859 8.006, 8 4,744,083 3,262 800 1,185.362 432,540 F 1.048.517 780.982 771, 902 821.687
22,371,386 16.293, 888 9,668,956 6,629,932 1,443,705 447,496 | 1,423,646 923.857 504, 1,274,048
40,121,760 33,027,802 14,766.79 18,261 .005 1,738,372 511,210 | 1,618.775 988.483 503, GEZ 1.733.655
43,800,388 35 061,526 16,027,213 19,034,313 1 779 177 643,085 | 2,309,866 932,145 782,511 2,292,108
40,672,097 12,553,602 18,704 536 700,828 676.832 | 2.56.165 ) 1,165.519 922,671 2,821.944
33.108,386 9,676,453 19,343,297 Z 024,365 779,291 | 2.474.762 1 237,768 | 1.425.260 2,147,184
41,864 542 10,174,410 20,997,781 2,381,342 899,345 2.255 327 300,280 | 1.649.234 2,206,823
40.463,125 11,553,669 18,051,822 2,476,113 796,538 | 2,210,607 l ‘321875 1,771,533 2,280,969
38,957, 13 10,854, 351 17,153,308 2,644,575 706,227 | 2.219.202 328,464 | 1.836.053 2,214,951
50.445 68 14,387 569 22997309 3. 6"’7 l79 729,730 | 2.546.808 380.396 | 2.383.677 2,392,719
65.009, 58! 21,466,910 29,214.107 4.4 833,147 | 2.549.12 .568,162 | 2,348,943 2,507,933
69.686., 53! 41307, 21,594,515 32,536,217 4, 718 403 891,284 | 2,780,925 .654,911 1 2,862,788 Z 47,492
69,919,99. 54,360, OM 21,546,322 12813691 5,107 623 935,121 | 2,783.012 .580,229 [ 2,683,133 2,464,859
66,288, 63, 49,914,826 18,264,720 31,650,106 6,219,665 936,267 | 2,742,840 571,213 | 2.885.016 2,018,866
75,112, 56,636,164 21,298,522 35,337,642 7.295.784 | 1,171,237 | 2,920,574 (613,497 3,456,013 2,019.380
80.”!37 60,560,425 21,530,653 39.029.772 7.530, 5?2 1,377,993 | 2.973.1%5 674,050 | 3,761.925 2,243.850

79,978 471 59,101,874 20,833,316 38,568,559 8,644 1,410,925 | 2.945.461 734,021 | 3.974,135 2,166.6;
79.797.97 58,826,254 18,091,509 40,734,744 8,853, 744 1,352,982 | 3,002,096 .806.816 | 3.958,789 1,997,292

91.774 80: 67,125,126 22,179 418 44,945 711 11,15€,539 | 1,626,388 | 3,193.714 931,504 | 4,735,129 .3
94,401, 08¢ 67, 917,941 21.764,9 46,153.001 12,502,451 | 1,916,392 1 3.212,801 .991.117 | 4.89.802 1,963,532
99,440, 71,945,305 21,295,711 649,594 1 7)3 1711 2,035,187 | 3.341.282 .025,7]6 5.120,340 264,817
105,925, 39! 75.323,714 22,336,134 52,987 581 04,486 | 2,187,457 | 3.441,65% .079.237 | 5,610.30¢ 2.278,536
112,260, 25 78.891.218 24,300,863 54,530,354 ” UUZ 504 | 2,416,303 § 3,577,499 052, 54! 6,020,543 Z 299,645
114,434 634 79,792, ﬂ]ﬁ 26,131,334 §3,660.683 17,104,306 | 2,745,532 | 3.772.634 148,594 6 418,145 2,453.406
128,879,961 92.1317 30,834, 2: 5!,291‘552 ZO.NS 1331 3,093,922 1 3.814.378 73.9 5,613,863 1,835,909

148,374,815 104,288.G20 34,817,825 69,370,595 948.24[ 3,014,406 | 4.075.723 079.869 | 5.478.347 479 .8
153,636,838 | + 103,148,565 29,896,520 | r 78,250,045 'ZE 0€5, 8 3.081.979 | 4.287.237 122,277 | 5.713.973 | r2.196.509
*187.819,560 | r 135.778,052 38.337.646 [ r97.440.4( 33,068 657 3,530,065 { <4.555.560 1137585 | 16,501,146 | 2,343,495
195,722,096 | 138,688,588 35,036,981 | 103,651,585 37,449,188 | 3,680,074 4,746,382 094,212 | 6,683,061 2.380.609
191,647,198 | r131,072.374 30,319,953 [ r 100,752,471 39/918'690 | 3.784 ,283 | 4,200,482 .206,585 | 6,684,799 | +3,179.985
209,855.737 143.800,732 34,925,545 | 108,879,186 43,714,001 | 5,489,969 | 5.110,00¢ 207,273 1 5,728,657 3,801,004
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* Less than $500.

1 Revised.

! The receipts in the various States do not indicate the Federal tax burden of
each, since in many instances, taxes are callected in one State from residents of
another State. For example, withholding taxes reparted by employers located near
State lines may include substantial amounts withhald from salaries of employees
who reside in neighboring States.

2 Includes tax on unrelaled business incame of exempt organizatiens.
*Collechions of indsvidual ‘ncome 1ax not withheld include old-age, survivors,

disability, and hospital insurance taxes on seli-empioyment income. Eshmalud
separate nationa! totals for individual income tax and for old-age. survivors,
disability, and hospital insuranca taxes are shown in the text table on p. and
are used it obtaining national totats for individual income taxes and emptoy-
ment taxes in table

¢ Selt-employment tax and taxes imposud by the ¢ ederal insurance Contributions
Act are applicable with respect ta Guam ard American Samoa. Amounts of such
taxes collected in Guam and American Samoa are combined with simijar taxes
reported tor Office of International Uperations-Qther.

& Baginning with fiscal year 1957, the United States tolal is adjusted to exclude
withheld individual income laxes tansferred to the Government of Guam in ac-
tordance with the provisions of Public Law 630, approved Aug. I, 1950 /64 Stat.
392). This adjustment amounted to $10.1 million for 1971

* Tax payments made to banks, under the Federal lax deposit system or the prior
aepusltmy receipts system, are inctuded in the internal revenue coflections for the
period in which the Federal {ax deposil is purchased os the depository receipts
were issued, However, such payments aie not classified by internal revenue dis-
tricts (nor by tax subclasses to which excisa tax payments reiate) until the Federal
tax depasit payment is applied to the laxpayer's liability in the internal revenue
oftices a1 the depository recepts are received in the internal revenue ofiices with
tax returns.

7 Represents credits allowabla on income tax returns for certain gasoline and
lubricating oil tax paymenis and tor excess paymenls undes the Federal insurance
Con(nhulmns Act {FICA).

* Amounts of internal revenue taxes collected on Puerto Rican produets trans-
ported m the United States or consumed in the island (less refunds, drawbacks,
and expenses) are covered into the 1reasury of Puerto Rico under provisicas of
secs. 7652(a)(3) and 5314(a)(4) of Lhe Internal Revenue Code of 1954. The gross
amounis are included in overali collections results (tables 1 lhmugh 4), beginning
with 1955 gross collections are shown separately in table 28

® Includes occupational tax on manutacturers of stills, rectifiers, wholesala
liguor dealers, retail dealers in liquot or medicinal spulls and nnn-bevougu
manutacturers of spirits.

19 |nciudes seizures, DBna"IE! etc., and tax on stills or condensers manutactured,

1 scludes occupational laxes on ‘wholesale and retail dealers in wines or in
wines and beer,

12iacludes occupational taxes on browers and wholesale and retail beer dealers

s {ncludes taxes on domestically produced cigarette papers and cigarette tubes;
taxes collected by Customs on imported cigars, cigarettes, cigarette papers and
cigaretle tubes; and miscellaneous tobacco collections,

14 fncludes taxes on passenper automobiles and light trucks which were repealed
December 11, 1971 under the Revenun Act of 1971, and paris and accessoties far
automobiles, vepnlhd January 1, 1966 by Public Law 8944, and parts and acces-
sofies fof tricks,

2 ncludes \axes on fishing eguipment, and taxes on the following items which
were repealed by Public Law 89-44: Phanograph records, musical instruments;
business and staré machines; mechanical pencils, pens, and lighters: radio and

television sets, phonographs, components, etc.; refrigeratoss, freezers, air-con.
ditioners, etc.; electric, gas and oil applanc

i# (ncludes taxes on jewelry, and toilet preparations; repealed effeclive June 22,
1965 (Public Law 83-44).

" Includes taxes an admissions lo theaters, concerts, athlatic contests, roof
gardens, carbarets, etc; repeated effective December 31, 1965 {Public Law 89- -44)
foreign insurance; "adulterated butter and filled cheese (-mporled and domestic),
process of renovated butter and imported oleomargarine; stamp laxes on docu-
ments, and other instruments, interest equalization, coin operated amusement
devices; bowling alleys, poel labl:s etc , firearms transfer and occupational laxes;
and private foundations selt dealing, excess business halding, taxable expend)-
twres. Failure to file certam information returns, ana assessable penalties with

respect to annual reports).

¢ Corporation incomo tax rates: Eftective Jan. 1, 1965, first $25,000 of net in-
come normal tax of 22 percent; net incoma in excess of $25,000 cosnbineit narmal
and surtax of 48 percenl. Narmal tax and surtax aiso apply to net income derived
n certain exompt organizations from unrelated trade or husiness. Eftectiva Jan, 1,

1968, 8 10 percent per annum surchasge was added o tho tax, (Public Law 90-364).
The 10 percent per annum sufcharge was extended to Dec. 3|, 969, by P.1.91-53
and then extended to June 30, 1970 by P.L, 91-172 at a 5 percent annual rate,

1» Rates of tax are as foliows: Individual incomo tax’ Effective Jan 1, 1965,
graduatad rates {rom 14 percent on laxable income not gver $500 taJ0 nurcrm on
amounis of 13xable income over $100,000. includes old-age, survivors, disability,
and+haspital insurance taxes on seli employment incoma. perconi per
per annum surcharge agded by Public | aw 90-364, eftective April 1, 1968, for
individuals, was exiended to Dec, 31, 1969, al the same annual rate (P.L. 91-53)
and then extended to June 30, 1970 (P.L. 91—172} a1 85 percent annual rate,

¢ Rates of tax arc as follows. Incoma Tax graduated withholding in excess of
examnllnns Public Law 89~368, eﬂechvu Julg 1, 1967, 14 to 33 percent- Public

Law 81-172, etfective January 1, 1970, 14 to 2! parcent” 14 to 36 percent effreclive
January 16, '1972 under the Revenue Acl of 1971. Old-aga, survivors and disability
insurance taxes and hospital nsurance taxes on salaries and wages were subjectad
10 a combined tax rate of 4.8 percent (4.2 percent tor Social Security and 0.6 por-
cent for hospital insutance) threugh December 31, 1970. Eftectiva January 1, 1971
rata changed to 5.2 percent (4.6 percent tor socizl secuu\y and 0.6 percent 101 hos-
pital insusance) For 1370 and 1971 the tax applies to wagss up to 37,800 and
effective January 1, 1972 to wages up to $9,000 pavd by the employer to Lhe emi-

pigyee.

'!Includes railroad employmenl compensstion tax, 3,55 percent for cajendar
vear 1970 and 9.35 tor calendar {nrs 1971 and 1972, Tax applies to employers
and employees imposed on taxahl pomon ol wages. Also mcludes supplemenial

X on lor d to ncome of sach
employee representative tor :nmnensnmn racaived, at the Rnllnwmx rates: 2 cents
per man-hour October 1, 1966 through Mar. 31, |970 6 cents per man-hour April
1,1970 through June 30, 1970, 7 conts per man-hour Juty 1,1970 through December
31, 1970; 6 cenls par man-hour January 1, 1971 lhmugh Igne 30, 1971. Thereatter,
empluycl and employee reprosentativo will be notified of the tax ratg Innllcahln
1or the quarter by the Railroad Retirement Board (P.L. 91-215). Further includes
raitroad employees representative tax, 19.1 percent for calendar year 1970 and 19.9
percent for colendar years 197} and 1977 on taxabie portion of wages,

22 issues and transters of stocks and bonds. repead, eﬂcc(lve fan. 1, 1966.
Deeds of conveyances; $100 ta $500, 55 cents. each additionat $500 or fraction
1herco!, 55 cents; repoaled offective January 1,

5 Cytting oil, repesled Jan. 1, 1966 (Public Law B9~44),

4 Repealed December 1, 1971 under the Revrnuo Atl of 1971,

# Repealed, eftsctive June 22, 1968 (Public Law 89-44).

1 Air condilioners, repeaied, tifective May 15, 1965 Retrigerators and freezers
tepealed, affective June 22, 1965 (Public Law 9-44).

71 Repaaled, eflective Jai. 1, 1966 (Public Law 89—4 l)

bl Repealad effective noon, Dec. 31, 1965 (Public Law 89-44).

0 Tis tax was continued at 10 Devcenl by joint lesnluhnn (Public Law 90-285),
and the Rovenue and Expeaditure Control Act of June 28, 1968 (Public Law 90-364),
which extended this rate through Dec. 31, 1969. This fate was further extended,
to Dec, 31, 1972 by P.L~614,

30 Narcatics, | cent per ounce; narcolics order blanks, $1 per hundred. Marihuana,
$1 per ounce; masinuana order blanks, 2 cents each. Amounts shown alse inciude
occupstional taxes lavied on manufacturers, dealers, and practitioners. Repealed
enecnve May I, 1971 (Pubtic Law 91-513),

3" Repealed aftectiva July 1, 1965 (Public Law 89-44).

3t Adulterated butter; 10 cents per pound. Process or renovated butter; L4 cont
per pound. Domestic fillcd cheese: 1 cent per paund. tmported filled cheese: §
conts per pound. Imporied adulterated butter and oieomargarine: 15 cents per
pound. Occupational laxes are levied on manufacturers or dealers in these products
and are included in the amounts shown,

# Transters of machine guns, short-barreled lirearms, silencers, ete,, 3200 each
cestain guns with combination shatgun and rifla harmls and other special types n'
tirearms, $5 each. Occupational taxes are lavied on manatacturers, importers, or
dealers in firearms and are included in the amount shown

2 Negalive igures (excluding unapplied collectians) stem primarily trom floor
slock credils taken on certain taxes repealed by the Excise Tax Reduction Act of

1965.
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Table 5.—~Internal revenue refunds including interest
{In thousands of dollars)

Indiv
Internal revenue regions, districts, States and other "3.'.'(572';,'..'{':? E:e.xnd
areas C: ati
Total?? income isced¢
{States represented by single districts indicated in e Excessive Other? Fstate ain Erisce
p’aagtln)nes; tota! tor other States shown at bottom prepayment*
of je]
[0} @ () * (s} ® m
18,570,680 1 2834407 | 13,750,862 291,555 s2,702 2,501 1,373,614
3,054,013 26050 2,164 o 78.7% W23
121843 8,087 521 = =15
63.409 7.154 59
.23 85.687 3 2,239
L I Bl oul
ermont). 30,108 ! zte
) 332,331 75,162 7 9,309
Seo (c) below) 1,858 427,601 .
ew Hampshir 54,348 X " o
Riode uuna) 462 21,702 2 105
2,558,137 425,445 52 9,445
451,285 60. 703 4,944
759,066 127,170 5 8,062
622,583 114249 3 12871
374,090 76, x 1217
867 21,610 8 2,861
62.244 25.08! "%
1,663,315 192,342 [ 15,038
300,771 437278 4 5.8
173.425 13.512 1 m
129/395 12,764 3 383
264,852 37,878 13 7,080
5,109 523 2 ‘218
490,793 56,318 500 1,121
gaml am =
413, 02
See (d) below) 31,116 69,947 y 1.0«3:.:5:
0 Sea {d) below). 2,614 124,636 1 1.4
Detroit..... 1,824.456 103,060 19 1,028'858
Indiana) 371,362 34479 3 RNt
Louiswille._ Kentucky). . 172,785 12,985 1 2634
Parkersburg. (West Virginia). 412 17 y
widwest Reglos g 2.7 456,331 39 19,980
erdeen. {South Dakots) . 29476 893 "8l
he ¥ (St (o) below) 881,403 193,788 1 4,274
(lows 157.754 11.288 1,019
(orin Dakota). - " 20 28,608 ¥ 175
isconsin) 321,754 54.207 88 1o
2 (Nebraska) 54,403 16.419 537
(Missouri). 361,955 71,859 9 10,296
(Minnesata). ’ 331,924 80:110 1 1,355
7 (See (b) below) 15450 24544 1353
855, 2 .
" {ew Mexico).. /661 ¥ i b
See (1) below). 45358 %, 104 1.562
See (1) beiow).. 333,240 [ s 2745
Colorad 173,301 1z, ! "226
(Arkansas) . 797 5 9 1o
uisian: 225,066 2%, 4 326
(Oklahoma) 146,575 1 10! st
(Kansas). 311 % é‘ 2 488
e Byl wemem) me, way) 82 25,8
1013 !
1.6 g‘sg az; g
1759 1 'z ey
191,912 35.9 1 1,53
588 . 14
s0.776 124,
279,080 24 r i
95,658 10,458 * ‘m
18,325 ) 338
her..... 7738 10,420 ) 35
Gasoline, Lubri cating ol 586,964 | 139,632
Bureau of Customs.___ 1,413 1,413
Total for States not shown sbove
2.577 612 26,943 1 2,159,763 61.482 7.206 28 2
1,079,853 218:32 2834 25.319 2.0% 175 3:en
1.974.131 564469 | 1,324,208 10,5400 27 2142
945.730 194583 70087 17.517 2.3 2 5,144
996,673 190703 769.500 20,191 2,229 61 1
801,820 159,097 600,891 31308 2,44 3.97%5
* Less than $500.
:Fuilu:n ao.gzg :mdolwollhsl:‘lnlfunﬂ checks totaling $14,082,000.
ncludes credits for excess Social Sec ments under the F-deul tnsurance Contrib
1 Inchydes cre. its for c:mm gasoline and Lm&nng oil tax paymen! ntributions Act (FICA) of 3447322000

 Figures have not been reduced to reflect reimbursements from tne rwenl 0ld Age and Survivors, Federal Di: ublln , an6 Federal Hospitat
Smounting to $447,332,000; lwm the Highway Trust Fund amounting to $144,325,000; and from the Unemployment !lnm und amounting to $13, sagw""“ Trust Funds
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Table 6.~Internal revenue refunds issued by regions, districts, States and other areas

Individual income and
tnternal revenye regions, districts, States and other . employment taxes
arezs
Total! income Estate Gift Excise
(States represented by single districts indicated in Excessiva Other
parentheses ; total for other States shown at bot- prepayments '
tom of table)
[¢}] @ @) O] (6] (6) m
United States, total._______ ... 55,154,883 268,559 §3.203.811 1,619,712 15,345 2,110 15,345
North-Atlantic Region 8,44 148 51,406 8.136,20 743,285 2.991 356 6.809
Albany. - 510,224 025 49469, 13.190 186 1 140
3.203 342 263,52, .063 97 167
1,675.151 10,741 1.619.62; 43,543 522 § 671
Se (c) beiow)_ 1,821,968 434 1.767,80 46,494 5 4 819
See (c) below)_ ,000.971 424 964, 28,642 420 3 630
Vermont) . 122 .517 652 117,261 507 32 51
932.274 5.684 897.86. 26.460 280 5! 1.928
2.264 14.657 1,484,901 59. b 12 2.305
218,882 273 211.3 B 80
323,694 174 314, 818 1 118
8.318.530 33,523 $.062,750 214.7! 2.0 22 5,233
Baltimore. 1.508.311 N 1.461,91 39,754 3 3 553
Newark. . 2,104,075 10,173 2.033 55 57,823 7 7 1.730
Philadelphia_ 20 (e} below) 2,095.148 .263 2,032,84 52,143 4, 3 A28
Pittsburgh_ See (e) below) 1.252.798 .938 1,22 47 26.688 260 4 425
Richmond. irginia).............. 1 104 096 1.165,44; 33.461 2] ? 84D
Wilmington 4,094 378 147,53, .881 256
Southeast 7.075.117 29.641 6,822 .47 215,797 1.4 2! 5,461
1.159.585 . 1.117.98 35.495 156 912
78.661 515 753,701 21.819 49
739 214 615,99 15,822 1 528
1,241,752 646 1.202.61 32,266 2! 92
Mississippi) 26,307 .539 410,364 13.864 476
(Florida). ... 1,838,488 256 1.760,000 67.117 100 1,354
(Fennessee; 95,585 405 961,823 29.414 70
7 577 37,295 7,688,881 199,768 1, 1 4,210
See (d) below) . 1.243.039 6.305 1.204,55% 31,335 607
See (d) below)_ 1,725.110 9.783 1,622,511 41.797 69
ichi 2,432.913 11,952 2.360.546 5 1 1.300
Indiana) 1,371,441 .887 1.330.238 0 Jil
Kentucky) 201 802 708 407 161 1 67,
(West Virgin 423.793 412,620 354 1 18
7,719,114 43,170 7,483,751 243,361 1,6 43 6,32
1,542 4 132,204 U8 282
(See (b) betow) _ 2,464.235 33,055 2,391 .404 §7.635 7 15: 1,223
_____ . 734 3,31 817.404 26,731 3 A 8s3
27.758 118,885 072 = 1 170
1,148.843 075 1,107,874 32,715 5 8il
53,995 883 333324 18,097 28 45]
Missouri). 1.187,065 .03) 1.140.920 36.626 i 64 1,03
(Minnesots).. 36,676 562 947,098 32,684 7. 47 91
(See (b) below) 0,866 794 694,638 22,492 8. 35 82!
Southwest Region......_...____.... 6,162,417 27,251 5,922,044 01,117 1,660 354 9,98]
- Albuguerque_ {New Mexico) .335 888 248,820 351 7 18 19
(See (1} below). 1,642,936 6.252 1,582,674 47.974 34 86 5,60
'y 2 . 248 H2 .840 ,53] 4§ J{ 10:
(See (1) below).____... | 1,188.727 .107 1.137.89% 42,883 330 6 1,44
Colorade) ,245 .922 607.107 18440 204 & 52
414,673 833 397,924 14,503 7. 1 2
821,628 .559 793,714 23.184 1 3 9i
$96.545 .336 572,641 20.909 196 55 401
.080 642 499 428 .34 21 24 a2
9.262.068 45,630 8,927,787 278,115 3,07 n 7.3
80.628 565 76.813 3.148 9
178,729 072 169,568 7.830 EL 7 196
172.11 273 163.104 7.458 bl b} 188
234,594 567 225315 7,435 7 19]
3.672,585 13,433 3.5 90 94,752 1,30 12 2,386
465 959 487,218 13,829 1 234
255 .867 619.242 21.528 16¢ « 431
168,796 685 163.016 943 2 n
,976 1,232 279.621 7,833 4 235
2,391,310 9,832 2,298,942 79,312 8! 2,233
,618 5,145 884,358 29,987 283 2 823
312 159,923 23,519 132 90
714 9,083 11, 21
143,598 617 130, 84 11,937 132 €9
Total for States not shown above
6,068 896 28.265 5.859,532 178,064 2,194 2 4,619
3,185,101 15,849 3.086.042 80,187 988 18 1.848
4,895 426 29.540 4712, DIG 147,833 1.832 21 3,894
2.968.149 16.088 2.877.070 13,132 IBG 5 1.305
3.347 946 12,201 3.254.313 78.831 1.8
2,831,663 12,358 2,720,570 90,857 677 15! 7,045

! Net of 83,725 undeliversbls refund checks.
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Table 7.—Number of returns filed, by internal revenue regions, districts, States, and other areas

Internal ravenua regions, districts, States and other
areas (States represented by single districts in- Individuatl | Corporation? Partner- Employment
dicated in parentheses: totals for other States Total income tax | incorne tax ship taxes
shown at bottom of table.)
9] @) e () (]
United States, total 112,000,449 | 75,806,367 | 1,880.819 l.DZ9.le 22.007,335
North-Atlantic Region, . 17, lZl 025 11,1 0,721 13 .Slll ,536,
Albany_ 543 3,77 191.452
539 796 360,322 942 113.678
2552 3.297,660 [ ©.253,867 16.753 587,168
(See () below)_ 3,603,643 | 2.492.028 27,529 666,718
See (c) below) 2,452,079 | 1,743,271 19.01 413,747
264,628 168,667 2.214 59,341
1,904,048 | 1,257 42 18,661 349.294
3,767,065 | 2.163, 35,961 961,986
431,396 291,52 418 85.824
597,980 419,43 ,038 107,372
16,208,233 | 10,908,05: 122,106 2,933.278
,799,883 | 1980, 78¢ 20,699 505,612
.023.497 | 2.691,16s 35,364 781,859
,978,254 | 2.758,62 29.884 707,377
1282,031 | 1,623,471 21.552 192,769
Richmand. .359,164 | 1,641.354 12.801 476,931
Wilmington 127718 212,65 1,806 68,730
Snulhc"l :g 14,836 90 9,875 ,65¢ 124,119 3,329,138 1
2,327,672 | 1.555,261 19.029 546,478
1,542,643 1 1.045.97( 12,193 355.932
1,280,324 870,05 17,880 .932 285.729
2,591,429 | 1.771,39 35.738 19,149 570,092
28,755 598,81 12.39! 10,008 232,613 .
165,031 | 2,654, 36! 95, 65: 35,745 907,859 .
.000.696 | 1,379,816 20,7 19.063 430,435 .61
15,047,298 { 10,632,535 216,2. 114.118 2,690.291 .84 1
385,618 | 1.675.067 38,0 19.009 417,308 5
46,773 | 2,290,657 52,313 20.455 572.285 .2
02,801 | 3,146,135 61,790 34,615 764,89, W2
2,654,216 | 1,891,399 34,269 17.986 461,79 .
1,546,098 | 1,066,465 19.349 14.220 313.0¢ .20
813,150 §62.812 10,459 7.833 161,00 94
16 440 546 | 11,215,141 248 766 158,623 3,089 4. 31 4%
53,832 229,089 4,538 2,783 82,4 98!
4.735.187 | 3,355,734 77113 54,563 763.7 ,€9;
1,593,654 1,034,793 21,569 19.701 3313 .60,
571 218,208 968 2.361 79.3 82t
2.438,71 1,673.483 41,127 21,074 427,267 01
A8 558.1 12,093 6,321 183,091 8
2,554, 1,685,617 44,627 21,892 535.915 .3
/993,760 1,388,063 § ., 27,154 12,105 370.615 .9
See (1) below 1,581,424 1.07: 15,957 17.823 313.706 .954
R 13,232,061 | 8,724,691 [ 1920124 [ 1420300 2,937, 180
{New Mexico)... 513,08 3717 533 4,854 112.9] 284
(See (F) below) _ 3,443,072 2.350,101 44,559 36,980 7218 252
Wyomt 1,468 124,936 309 2,167 a3 652
2,684,496 | 1,708,338 38.50 38,080 637.3 246
1,276,347 B 6 19.9¢ 12,412 258.199 B 829
14, 85. 595,176 13,53 10,115 216,814 005 572
1,644 46! 1.074,680 29,28 11,829 386,604 .5 952
(Oklahoma)._ 1.311.9 864,679 20.47. 13,449 282,293 244 006
(Kansas). 1.244,00¢ 808,568 16.01 12,414 272 398 .28
17,844,763 | 12,275,244 248 34 232,085 3,322,191 086
147,20, 103, 1.752 23.543 6
395,31 258,136 4,300 87,357 5]
402.01 257,500 4.540 88.416 895
431,310 305,306 3,403 73.785 501
6.686,192 | 4,651,954 83.143 1,230,858 | 11.313
982,532 681,725 7,307 181.603 1.540
1,387,761 900, 162 39.538 263.374 1.957
eno... 313,185 217601 3.489 57.267 308
alt Lake City 534.866 371.313 5,551 100,520 530
an Francisce 4,712,672 1 3.264, 58.331 871,998 8.704
1.852,537 | 1,264,202 20.752 358,470 2,132
568,617 374,94 2! 2 148,911 793
229.717 73,731 143,979 4
338,900 301,208 2, (K) 236 4,93 769
Total for States not shuwn above
{a) Cahforni: 11.398.864 | 7,916,018 126.247 141,474 2,102,856
(b) ilinais.. 6,316,613 | 4.427.736 93, €90 72.386 1.077.418
(c) New York. 10,786,334 | 7.053.850 280,662 89.584 2,233,903
(d) Ohio. 5,622,391 | 3,965.724 90.347 39,464 989,593
(z) Pennsyhanl: 5.260.335 | 4.382.099 79,584 511436 1.100°146
(h Yexas... 6,132,575 | 4,058,439 83.067 75,060 1,359,139

* Inctudes estimated tax declaratrons not available by districts,
2 Includes forms 4705 through 4708 not available by districts tor 1s1 6 manths.

1 Includes Forms 7004, 7005, tentative 1120L and M, 950, 930C, 990 and 9907 not available by districts.
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Table 8.—Internal R Coll Costs, El , and U. S. P ; 1943 through 1972
'
' Number of for
) Operating Population Tax v metyes
Fiscal Year cost Collections (Thousands) per
capita Total Nationa) Field
‘;. Ofiice
1)) [¢33 @) (5) (] m e
99,093,512 22.371,386,497 137,250 163.00 36.338 4,377 31,961
129,941,848 40,121.760.233 133.916 288,82 46,171 .21 41,898
145,390.720 3.800.387,576 140,468 311.82 9,814 1 441 45,373
1,195,640 40,572,085.99)} 141.936 286.55 9,693 5,144 ,549
203,916,822 39.108.385,742 144 638 270.28 2,830 4771 48,053
183,731,060 41.864,582.295 147 208 284.39 0,143 4 662 47,481
209,205.715 40,463,125.019 149,767 27017 !, 266 4.5% a7
230,408,200 38,957,131,763 152,271 206.84 5,551 4,303 51.248
245,869.538 50,445 686.315 154 B78 325.71 7.795 4,030 53.765
?7! 872 192 63,009,585, 560 157,553 412.62 5,370 3,842 51,528
268.8 £3.686,535, 348 160.184 435,00 3,463 3,834 49,629
268, 969 107 69.919,990.791 163.026 428.89 1,411 2,707 48,704
278,834,278 66,288.692.000 165,931 399.50 890 2,674 48.215
299,894,710 75.112.649.000 168,903 44471 682 2,583 43 033
305. 537 814 80.171.971.000 171 934 466.16 364 2.602 43,762
337.4; 79,978, 476,484 457,33 816 2.638 43,178
355.. 669 218 79,797.9, 177 830 448.73 200 2,631 47.567
363,735,359 91.774.802.823 ©180 671 507.96 0,199 2.702 47,497
413,295,238 94,401,086, 398 r183.691 513.91 3,680 3.031 50,649
550 080,420 997440, 839.245 ©186.538 533.09 6,510 3,357 53.153
500 314 1 105,925.395,281 v 189,242 559.74 9,486 3.562 59,924
549,632,131 112,260.257,115 191,889 585.03 9,357 3.753 55,604
597.387 471 | 114.433.633.721 +194,303 588.95 60,360 3.790 56,570
624,861,929 | 128,879 961.347 r 196,560 655.68 61,689 3.816 57.873
667,080,295 [ 148.374.814.55 *198.712 746.68 65,12 4.060 61,062
$99.190,304 | 153,636,837 .665 200706 765.48 65.177 31.933 61,238
758,785,475 | 187.919,559,668 * 202,677 927.19 4,507 4,037 AN
886,159,162 1 195,722.096,497 204,879 955,31 68 098 4,356 63,742
981,065.297 [ 191,647,198,13¢ +207,049 925.61 68 937 4,521 64,466
1.127,390,411 | 209,855.736.999 208,837 1.004.88 74,086 4,823 69,263
* Kevised,
B
i
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Table 9.—Numb

of issued, covering fiscal year 1972, or portion thereof, by class of tax and
by internal revenue regions, dlstricts, and States

Distilled spirits

Total Rectifiers Retail dealers Manufacturers of non-
number beverags products
Internal revenue regions, districts and States (States | of occo- | Manu- .
represented by single districts indicated in parentheses; | pationa fac- Whole- Medic-
to1als for othes States shown at bottom of table) tax turers | Less [ 20,000 | sale Not Not More
stamps ol than proof | dealers, spirits ox- ex- than
issued stilis | 20,000 | yations | $255 Retail At $54 | ceeding | coeding
$55 proof or deaters, | large 50 gallons
gallons, | more, $54 $54 gallons | gallons | “$100
1o 3220 325 $50
m @ (&3] (O] &) ®) ] ®) @ any an
Unlted States, total ... .. ............. 419 493 9 23 w0} 2,582 212 679 1,176 666 108 39 63¢
North-Atlantic Region 65,118 » 1 2 454 33,442 235 348 9 5 pLv
Albany. e¢ (c) below) B 2 3.78t 18 1
aine) . 3 a1 4 1
3 1 ] 8! 5.572 38 340 3 1 2
ee (c) below, 1 3 3 6,169 23 2 &
ea (c) below, 7 2 003 67 1 1 H EH
ermon 523 2 4
________ 2 2! 4,697 28 3
(See (c) below) 4 12 25 150 19 2 1
Por ow i 1 604 |- J1 N FUSIOU I
Providence. Rhode fsland) 3 1 1,437 31 1
Mid-Atlantic Region 136 2 4 17 2] 34,733 6 9 2 1 15,
Baltimore. ... _.___..... Maryland & D.C)__.... 051 2 2 4 5.235 10 2 1
Nowark, New Jersey). 12.358 17 1 10 84 11,198 0 1 88
Philadelphia. See (e) below) ________ 11,795 9 1 5 5 9.909 4 1 H 3
Pitsburgh_. Sea (¢) below) ,527 1.9 2 3
Richmond.. . virginia).. . _ 254 2 kL [ PO, 3
Wilmington 94! 1 1 807 1 -
egion 52,98, 3 H 1 125 9,531 n 13 2 55
tlanta (Gaﬂ"ll\ 13! 3 1,550 2 2 1
irmi .82 647 | _______ 4 I S
-- (South Caroiina) 310 977 1 -
,258 2 2y 4 1
783 1 278 1 ..
15,842 1 1 5 4,691 4 1
831 1 26 937 - 20
52,655 u L] n n3 31,348 60 1 n 13 3
incinnati 115, 5. 5! 4179 7 3 i
Jeveland. .. 12,00 | S 1 1.709 12 4 8
etroit 16.39. 2 3 1 2% 1 1
i -~ {Indiana), 93! 2 2 10 18 1]
Louisville. (Kentucky). 161 5 2 9; -39 F—
............ (West Virginia)__.______ 55! 2 18 4
63,148 7 1 350 156 ] 8 b3t
.- {South Dakota) A7, 1 004
. (See (b) beiow) 13.42 5 10 558 3 3 5!
.531 1o 966 I
238 1 000 .
18.039 1 84 600 3 10! 2 9
978 1 1,964 pon 4
(Missouri). 10,298 4 1 3 4 5.758 a7 2 4 2
. {Minnesota)____ 844 - 1 1 2,622 152 1 1 1 15
(See (b) below)_ 5,325 1 3 &4 4.459 3 3
64,115 15 H 57 17.792 161 7 h 3 S “
New Mexico). 1,311 1 2. 12 .
(See (f) below). 22,612 3 23 2.682 1 .. 10
i 905 1. ... |l . 643 | . ____._
Ser (1) below). ,018 18 1,895 73 . 10
- do). .. 629 1 2,861 7 67 [am ]l 9
Littte Rock J2sf 78 .
New Orleans. . 10.827 i 1 [~ 5,381 1 - 1
248 ? 1 1.055 1
Wichita 4.838 3 1.283 |.. 1 3
Waostern Region 66,539 4 n n 53 35,490 L [ 4 86
Anchi 816 705 .-
Bolse 21 v 639 -
N7 S 1 1,260 |, -
an 2 2 1.147 .
21.m 2 8 H 2978 ... 2 2z 45
.831 5 2,303 - 1
.216 1 3 1.282 4
.351 28 1,325 3 12 .
997 | . 14 1
17,921 3 5 19 190 10.638 z 31
6,226 ” 3,078 z
Totals for States not shown above
{a) Calitornia__._._____ 39,634 3 7 2 303 .61 2 2 3 4 76
(b) Winois. 18,747 1 8 m 16.017 24 9 3 3 58
3,280 | L3 R, 15 326 2,138 w27 1 5 3 106
20,158 13 1 n 11,888 3 3 8 19
20,322 9 1 § 62 17.118 4 2 40
,830 ? . a3 4577 14 H 1 20

118

Table 9.~Number of 1 tax issued, covermg fiscal year 1972, or portion thereof, by class of tax and
by internal revenue regions, distrlcts, and States—(:ont nued
Wine Beer
-
. Wholesale dealers Retail dealers - Brewers Tempo-
rary
faternsi revenus regions, districts. and States (States repre- Retall dealers
sented by single districts indicated in parentheses; total for Whole- Retail dealers in
other States shown at bottom of table) Wines. Wines 500 sale oealers, at liquor
Wines, and Wines, and barrels deaiers, $24 large, (wines
$255 beer, $54 beer, of more, $123 s{l or beer)
$255 354 sitor $2.20
per
manth
a2 13) an (15} (16) an [¢443 a9 20)
United States, total . __....____ ... ____________| %3 931 94 56,402 140 5,880 { 115,502 39 4.116
North-Atlantic Reglon. L3 28 106 3.67 n €29 20,29 26 475
Albany See (c) beiow) 1 5 13 81 1.853 4 9
ame) 2 38 36 Tl 1.265 F28 IR
. 20 3 38 1 s 1 45
ee (c) 10 1 14 123 3 pat .950 11 S
See (c) 2 10 2 5 b 4,289 3 256
ermo 21 [ 8 B4 4
artford 1 4 1 2 1.400 1 40
Manhattan. .. See (¢} 2 23 1,06 1 [ 4,909 3 10
F 'rm.!mnu!h New 3 2i 1,141 1 6
Provid Rhode Island) 5 2 3 .
HM-Allan!Ic Region 8 1 3,531 34 1,880 6,801 7 m
Baltimore. - {Maryiand & D.C 13 3 P 6 ) 1.3683 1 343
a7l - (New Jarsey). 6 I 7 100 i [ 327
Philadeiphia, - (See (e) below)_ 2 1 o 12 823 856 9
Pittsburgh__ - (See {e) below)._ 1 1 8 606 419 1
Richmond irginia), 60 2 2,6 1 6 3,840 1
Wilmington 3 P 11 96
egion . R3] 128 12,694 1 33 23,402 30
Atianta, Georgia), " 12 2,00 51 2,028
irmi 20 3.0 1
Columbia_ 43 15 2,078 0 1
North Carolina). 41 85 1,8 5t
(Mississippi). .| [ .. 1 22 6. 1
(Florida)___ Bl L) 6,725 1 7 6
(Tennessee)...........} 66 { ... .. 1 A 11
219 5 12,228 6 598 299
See (d) below). 15 19 2.44 3 4 79
Cleveland_ Sea (d) beiow) 13 12 3.54 1 86 66
Detroit. 170 4 4.27 1 i %
i indiana) 1] 11 1,80 19; u
ouisville Kentucky 1 1 10 22
{West Virginia) - 1 99 2
Midwost Region. N 11 n % 1,3] 69 1.24 im
Aberdeen {South leoﬂ) 2 4. 10
Chicago.... ... (See (b) below)....... | 7 8 9 54 3 b 245
Des Moines. {lowa)_ 1 4 2 1. 16
Farga {North leulll 3
i {Wisconsi 5 14 9 3 36 3 830
maha . S
1. Lous. (Missouri) 4 2 16 154 209
1. Paul, {Minnesota)_ 3 6 H 8¢ 9 235 166
i (See (b) belo 4 125 3 122 2
Region L] 54 ” 10.363 8 833 2
(New Mexico) 23 14
Austin (See {f) below). 4 13 3l 6,406 2 36, 18
Cheyenne___ i 6 « 10
Datlas, en () below). 15 41 3.257 2 1 1
Denver 5 1 144 2 [}
leo Rn:k i 18 3 199 {. A4
________________ Lovisiana). .11 00 1 3 1 190 1
Okllhnma Cl|y (Oklahoma), 2 S 5,869 1]
Wicl - (Kansas). 5 7 3.267 20
them Rl[loﬂ n F20 I 12,482 9 96 12,200 |......... 682
(Alask; 2 |. 9 24
Boise. {1daho). .. 5 28 5 368 ) .. 7 1.100 5
Helena, N . H 5 56 523 23
(Hawail) ... . 4 ] 3 26
(See (a) below). _....__ 7 58 39 3.042 1 104 5,023 121
{Arizona). 5 835
(Qregon) 7 “ § 2.24 1 120
(Nevada) 1 b1 . n
tah). . 4 - 3
{See (a) below)._ . 33 82 29 3,581 3 1 395
{(Washington). . . 3 56 13 2,233 3 4
Totals tor Siates not shown sbove
6 u 68 6,593 4 2% 1. 516
7 12 3 & 270 612 1 537
41 3 52 1.585 3 15.961 21 280
3 3 31 5,982 4 126 L 145
(®) Pennsylvl 4 3 70 20 1,423 1.215 10
M) Texas. 4 28 72 9,663 4 ® 16.139 29
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Table 3.—Numb

of
by internal revenue regmns. districts, and States—Continued

issued, covering fiscal year 1972, or portion thereof, by class of tax and

National Firearms Act

Dealer Coin- Adulter-
Manutacturers 1mporter Manufac- only i operated aled
or importers oniyof | tarerony | weapons | gaming | process of w_a?,-
] districts, and Stales (States | Dealer weapons ot weapons §  classified ovise rencyate ing,
]n:':’p‘::'samﬁingycsl’nél‘g’('islslm':s\s indicated in parentheses; in fire- class:‘hcd :Iasxmod a?);;xAc'rly p‘vzt'sral;e:' hut':ltlg';nd $50
arms, as “An: n
totals tar othet States shown at bottom of table) sy O"‘Ny Olhery W 250 0e ciied
Class 1, | Class 2, | § Weapon. Weapon,” Class 6,
$500 3500 Class 4, Crass 5, 310
325 $25
2n {22) 23) (e {25) [¢40] @n 28) 29)
United States, total. .. 10 n 149 5 [ 92 15,605 59 1.666
North-Atlantic Region. /N
Albany._
2t
6
2
. {See (c} below).
. (Vermon!). . 1.
(Connecticut). 2 |-
(See (c) below). 12 ).
Hamoxh"e 2.

(New
(Rhnde Island) .

aryland & B.CY. -
{New Jersey).
(See () helow

(See (e} below).
(Virginia). .
{Detaware;.

gia).
(Alabama’
(South La
(North Carolina).
(Mississippi)
(Fiorida) ...

Central Region
Cincinnai.

(See (d) below,

{Seq (d) below).
(Michigan).
tindiana),
(Kentucky
{West Virginia)
(South Dakota
(See (b) below} .
tlow:

{North Dakota),
Wisconsin)
{Nebraska).
{Missouti)

:_.. (See (b) helow)

Sprmghem
e

ion

TiRew Mexico) -
(S:o l') helow)

(Seu m helnw
.. (Colorado).

Little Rock.

“7 (Lovisiana).
(Oklahoma),

New Orleans. .

Wi
West

. i
. 3 LI}
T 3N I,
s
- | OO N 365
A H
t 92
. i 95 | iieeee,e
15 312

Seatlle_. .

P

(e} P
{t) Teras.

o

58,
22!

1 incluges 11 browers less than 500 bbis ¢ $55.00,
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Table 10.—Number of returns examined by class of tax and by Internal Revenue regions, districts, and other areas

Region, service center, Indwvidual Corpora- Employ- Exempl
and districl Total and tion Estate Gift Excise men(y organl-
fiduciary 2alion
Tatal_ 1,695,849 | 1,342,810 135.893 32.673 7,857 90,026 68,521 18,069
North-Atlantic. 4,797 257,886 148! 5.682 1,329 323 7.193 3,899
Mid-Atlantic. 242,682 192,075 22,393 3.765 859 11,95 9,430 2,109
Southeast_ 224,648 128 16.732 3.250 972 11,691 10,112 1,760
Central__ 218,019 171,014 20,321 3,617 823 10.,66! 8.757 2,822
Midwest. 234,406 175,780 22,460 5.843 1,183 15,42 10,521 690
Southwest . 177 458 130,198 14,028 3.450 1.297 16,78 10,1 1,530
Western. __ 278,516 222,067 19.205 6,239 1,261 15,12 11,920 2,195
15322 14,162 269 282 33 5 458 (1]
North-Atlantic Region:
Center
13.146 10.729 659 333 61 887 a 16
as7 4.286 669 142 25 30! 367 3
46,914 38.959 3.788 443 160 1,46 645 955
75,530 63.243 3045 995 156 1.27 790 3
40,699 34,287 3,548 645 1 1, 06 947 68
4,350 3,575 215 8 10 L3 PO
Hartford . _ 29,198 23.916 2,159 612 18 1. 05 1,223 51
72,595 58.997 944 1,808 554 1,76 1,783 2,746
Partsmouth 7,202 G.200 652 2 22 21 13 13
" Providence 9.366 7,678 8717 13 16 45 225 16
Mid-.
Service Center
Batlimore, 41.678 3.84) 3.610 703 154 1,330 1,059 981
70,650 7 476 5.437 1,336 284 3.593 2,468 56
50.440 9795 4.313 617 114 2,565 2,036 1,000
29.956 2.819 1.615 651 251 1.714 . 885 21
38,905 9,659 3,702 3 146 2,407 2,583 18
11.053 8.485 1718 8 10 342 39 33
Service Center
Atlanta, . 36.177 8.999 2.315 23 ul 1,459 1,317 1,553
Blrmmgham 22,69 9,161 1,614 244 138 653 848 33
20,004 6.707 1.011 287 45 933 1,000 18
37.4% 0,867 .10 481 192 2,509 654 4
18.768 6.012 820 203 14 553 1,049 9
57.456 4,547 4.701 1.135 7 3.622 3.088 8
32,059 23,835 3,49 463 97 1,965 2.1% 39
Service c.:nm
Cincinnati. 34,308 5.679 3,686 514 62 1,597 1,653 1,117
Cleveland 542 6.85% 4,546 1,066 341 847 1,996 887
Detroit. . 65,925 3,752 4,484 90 275 3.862 1,854 778
I 37.286 8.638 4,208 633 64 2,401 1313 728
Louisville 21,993 7.245 2,067 351 46 647 1,225 12
P u .- 11,365 8.84] 1.330 121 35 31 716 4
Widwest Region:
Service Center
. . 3.824 480 29 148 2. 560 315 2
Chicago.. - 80,546 64,284 8,24 1,662 37 2,810 1,417 1,762
Des Momes - 20,981 14,057 .59 767 13 2,059 2,362 14
fargo. . - 4,593 1222 34 176 3 358 47 14
- 28,375 20,955 3,45 525 17, 2,186 1,019 49
14,130 8,718 1.093 526 10; 1,724 1,346 13
38,627 765 3.93 gn 169 2.408 1,485 998
28,558 22.853 2,22 633 17 1.472 464 797
18,7172 13,948 1,28 538 65 1.847 1,046 a4
6,159 592 525 101 4 441 445 1
39.742 28.728 3.276 903 3 4,067 1,561 847
4.014 .147 54 85 268 281 7
40,359 28,543 3. 633 3 4,177 2,986 532
13,907 795 297 1 2,083 603 39
12,31 9,264 1. 287 1 921 582 19
25,587 20.616 2, 339 104 1,271 1,227 12
16,056 11.759 1. 467 1ns 1,483 819 339
15,34 13,754 1,39 342 % 2,072 1,666 2
Re; .
Service Uenter
Anchorage_ 3.3715 .B94 42 15 128 94|
i 9,820 350 37 134 537 m
502 655 73 132 658 351
6.718 416 72 543 259
102,690 82,994 6. 3.086 s 4,382 3,797
14,878 11,803 1. 315 358 833 2
Pnllland 1568 13,418 1, 385 M 893 704 6
.319 377 56 6 184 a3l
SA!! Lake City 10,884 ,578 63 8 619 765 28
San Francisco 70,732 55,423 4.600 2,020 33% 4,731 2.841 781
Seattle____ 21,010 ,169 2.1 455 65 2.136 1,594 404




Table 11.--Additionat tax and penalties

regions, districts, and other areas
(In thousands of dallars)

d after audit

by class of tax, and by Internal Revenue

Region, service center,
and district

Individual
and
fiduciary

Estate

o

Total.
North-Atlantic..._... ...
Mid-Atfanti

Central,

Midwest

lestern

North Atlantic Region:
Service Center

rooklyn

uftalo.

MO . . Lo e e

Portsmouth 111111111 ITTIIIIIIIIIIIIIIIIIINY

Wid-Atlantic Region:
Servica Center

Baltimore.
Newark

IF‘imhu rgh.

Richmond

Wlimington_
Southeast Regit
Servica Center

Atlanta

Columbia.. . ..

Jackson

nmmlla

emca Cenm
incinnati

lavelznd

etroif

ouisville.

Midwost Region:
-Service Conter

Des Moines,

3o,

Milwaukes.
imaha.

t. Louis

1. Paul

Sputhwest Region:
Service Canter

Austin,

Cheyenne.

Denver

Little Rock

New Orleans.
Ol\llhaml Ci

Wicl
'a!lern Ro(i
Service Ccnlu

Povlland

Reni

SaII Lake City.
San Francisco,
Seattle. ..

1,001,563
221,183

1397503
83,022

e

s
2
S

e

ftataratat
&
@

-
=y
8

Y

omooiw

w3usnened
JZEHEE

Bl
a8

caNme e
——aNNaR R

o o= -
Eb Y
SIS

w
=

auip

T=d3

58
538

g3

4,

6

4
18.044

6

9.

1]
b

i 33

* Less than $500.
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Table 12.—A (t Division recelpts and dispositions of cases not before the Tax Court (nondocketed cases)

A. Progress of work

F.Y. 1972

Amount stated in revenus agent's
report (thousand dollars)

Status Number of
cases
Deficiency Overassess-
and penally ment
[O] @ @
Pending July 1 22,328 2,616,235 135,518
Received. 25,333 1,529,700 83,899
Disposed of, total 24,250 1,317,996 58,994
18.877 1, I)Zl 903 65,232
Unlnaed 13ims, excise, and offer in 1,885 1,070
By taxpayer default on slam(my notice... 1 7 1
By petition to the Tax C to docketed status. 2,587 ZI7 471 2,631
Pending June 30.. 23,41 2,827,939 160,423
B. R
Appellate dnlzrl“inition (thousand
o
Method Number of
cases
Dohciencr Overassess-
2nd penalty ment
m @ [6]]

Disposed of, total 24,250 638,231 65,690
By 18.877 357 543 64,329
Unagreed claims, excise, and offer in 1,885 1,360
By laxpny:l defauit on smum'y notice. 901 20 31l )
By petition to the Tax Col 1o docketied status. 2,587 237,003 | oot

Table 13.~Appellate Division receipt and disposition of income, estate and gift tax cases petitioned to the Tax Court

(docketed cases)

A. Progress of work

F.Y. 1972

Amount statad in statutory
notice (thousand doltars)

Status Number of
cases
Deficiency in tax | Overassess-
and penaity ment
a @) )]
Pending }uly 1 11.163 1,467,403 |,
Received, total_. 8.945 604,629
Pemmns fited in response to— .
District Directors' statulory notices 8.522 362.525
Appellate Division's statutory notices:_ .. ___. 2.4 242,104 .
Disposed of, total._. . B.648 468,626 |...iieneaeininne
By stipulated 6.598 395187
By dismissal by the 1ax Court ar luuzyav default .o 954 9,507
Tried before the Tax Court on the merits_... 1.0% 63,932 |..
Pending June 30___ 11,460 $.603,406 ... ...

* Difference trom table 12, transferred to docketed status is caused by excluding dustrict directors’ statulory notices considered by Appefiate in 90-day statys,
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Table 13.—Appellate Division recei
{docketed cases)—Continued

pt and disposition of income, estate and gift tax cases petitioned to the Tax Court

B. R btained in dispositi
Appellata determination
(thousand dollars)
Method Number of .
cases
Deficiency wn tax Overassess-
and penalty ment
) @) )]
Disposed of, totat, S 8.648 187.825
By stipulated ag 6.598 114,581
By dismissal by the Tax xpayer detault ... [l I IILTIITTII 9.312
Tried before the Tax Court on the merits ! 1,096 63,932
1 Represents amounts pelitioned,
Table 14.—Office of Chief C i~—Pr ing of i , estate, and gift tax cases in the Tax Court
Amount in dispute (thousand doltars)
Number of
Status cases Deficiency Overpayment
Tax Penalty
® 2) 3 4)
Pending July 1._..____ 112,183 r1.328,697 1122.756 v143.623
Filed or reopened. 8,949 520,667 46.341 15,330
Disposed of . . 8.507 372.105 78.526 12,431
Pending June 30.. ...l L - 12,625 1,477,259 140.571 146,462
' Rovised.
Table 15.—Office of Chief C. 1—R: pt and di of Tax Court cases in courts of appeals and in Supreme
Court
In courts of appeals In Supreme Court
Ampun! i dispute Amouni approved - Amount in dispute Amaunt approved
(thousand dollars) (thousand dollars) {thousand dollars) (thousand dotlars)
Number Numbes
Slatus of cases of cases
Deficien- | Over- Deticien- Over- Deficien- Over- Deficien- Over-
cyand | payment | cyand | payment cyand | payment | cyand | payment
penalty penalty penalty penalty
[t8] 2) &1 (U] (€3] (6) n 8) @) 10)
Pending Juiy 1, total ... ... e 508 ¢ r39.632 L2 ) RO P o
Appealed by Commissioner_ 67 | r13.830
Appealed by taxpayer r373 | 22120

Appealed by both_

r3,682

Appealed, total__

By issi 43 3.192 L NN 2 399

By taxpayer 20;

By both_ . 7
Disposed of total. _._____....__.__........... 364 30.6% 144 26.215 86 2

Favorable to Commissioner . 208 24.698 57 28,698 |.......

Favarable to taxpayer 78 3,204 T 77 2

ified. 24 930 9 ...

Settled. 13 us3

Dismissed 43 LRSI . .-
Pending sune 30. total. . o - (RSO X [

Appealed hy Commissiones 55 4.72.

Appealed by taxpayer 317 15.626

Appealed by both | __ & 3.238

* Revised.
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Table 16.—~Receipt and disposai of refund suits filed by
taxpayers in Federal courts

Rafund Suils (other
than alcohol, tohacco,
and firearms taxes}!

Status Jlotad | -
Courtof [ Distrazt
claims courls
) [ea] 3

Pending July 1:
Cases. \.oovumami o 7

number__ 3,45 3.013
Amounl in dispute___thousand dollars. | 523,715

454
210,353 313,362

Amound in dispute
Disposed during ye:
Cases

______ numbhar
thousand doflars.__|

1,042 164 R78
140,211 63.020 7amn
. ... UMber_ | 1.442 150 1,292
thousand doliars._| 134,417 48,788 85.624
48.473 14,760 3373
36.06 30.25 39.37

Amount in dispute._
Refunded during year
unt,. __.......thousand dollars.
Percent of amount disposed of
Pending June 3

Cases..__......

Amount in dispute.

2.599

...... number . .
ollars.__ 304.924

468
thousand di 224,585

3,067
529,509

! The number of cases disposed of does not agree with the number of tases m
which decisions were rendered by these courts during the year, que to seftle-
ment by stipulation, dismissats, and time required for retrial, recompatation of
tax, etc. In tha Gourt of Claims the number of decisions was 70 of which 16 were
for the Government, 51 against the Government, and 3 partly for and partly against
the Gavernment. In the district courts 330 decisions were rendered, of which 218
were lot the Gavernment, 116 againsl the Government, and 56 partly ot and partly
against the Government. For decisions by the courts of appeals and Supreme
Court, see Table 17.

Table 17.—Office of Chief Counsel—Decisions of courts
of appeals and Supreme Court in civil tax cases

Partly
for the Against tor and
Total Govern- | the Gov- parily

Court ment | erament | against
the Gov-
ernment

1) @ 3) )

Total o 468 301 131 3

By courts of appeals, total. .. .__| T T we | s Tm
Originally tried in— -

ax Court 1308 206 7 7

District courts” . 1 9 50 12

By Supreme Court, total ... 5 2

Originally tried in—
Court .. L 2
Distrct courts__ .. 3
Court of Chaims . -

o

? The Couits of Appesls rendered 177 opinions in 308 dockst numbers of which
121 opinions were for the Gavernment, 20 opinions ware partially for the Govern-
ment and 36 opinions were against the Government,

¢ The Supreme Court rendered 1 opinion in 2 docket numbers

Table 18.—Office of Chief C I—Receipt and di; 1
of collecti inj ion, , discl re cases
and err refund suits

Status Number ol cases
Pending July 1 (1971). 1,976
Ruceived. 2,758
Disposed of, . 2.581
Pending June 30 (1972 2043

Nate.— This table includes cases handied at national and regional levels which
are under consideration lot suit ar aro in surt in Federal and State courts, 1t does
not incluua cases retating to aleohal, tohacco, an:f hrearms taxes, nor Lo insalvency
and deblor pruceedings 1abla 19), not to appeal and other cases which are included
in table 20.

Table 19.—Office of Chief C I—Receipt and disposal
of insolvency and debtor proceedings
Rankruptey | Miscella-
Reorganiza- and re- neous
Total tion pro- ceivership | insolvency
Status ceedings? proceed- proceed-
ings? ings!
m o ) )
Pending July 1 1971) 2.974 1,875 629 470
Received . 3681 1,810 1.218 623
Disposed of | s 1.781 1.178 569
Pending June 30 (19727 .| 3,097 1.904 69 524

! Proceedings instituted undes the following sectin or chapters of the Bank-
ruptcy Act: Sec. 77 1raitroad ruor and chs. gani.
linns), X1 (arrangements as to unsecured indebtedness), X (real propeily
arsangements), and X111 iwage oarners’ plans), which invelve tax claims and ather
fights and interests of the United States

2 Hankruptcy liguidation proceedings and tederal or State receivership pro-
ceedings which involve Lax claims af the Inited States.

* Procecdings selating 1o corporate dissolutions, inszlvent banks, assignments
for thu benelit of creditors ar adininistration of estates of decedents, which invotve
tax claims of the United States.

Note.—Includes cases handled at national and regional levels.
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Table 20.—0ffice of Chief C l—Receipt and di 1
of miscellaneous court cases, lien cases not in court,
noncourt general litigation cases, and appeal cases

Table ZZ.—EstabIlshments qualified to engage in the
ge, and use of alcohol and

alcohol Inquor\s

Miscel. Lien Noncourt
Totsl laneous cases oral Appeal
Status. court not in cases!
cases? court ?
13 @) [£1) (O] 5
423 120 1.191 185
690 2.3 4211 176
621 2,312 4123 127
Pending June 2,189 97 ng 1,339 34

* Includes suils for foreclosure by mortgagees or oiher secured creditors, and
xmlx to quiet title to which the United States is made a party,
Pri applications tor discharge of properly from tax hens.
 Primarily mcmnundums on general hitigatwon matters from regional counsel
1o district directors which are nol related to court proceedings or lien cases,
4 includes cases in Federal and State appellate courts relating to Insnlvem:y and
debu;r Pproceedings, lien cases in court, and calleclion, summons, 2nd injunction

ane,—lncludes cases handled at national snd regional levels,

Table 21.—Office of Chief Counsel~Caseload report

Pending | Receipts { Disposals | Pendin,

Activity July } June
[1)] @ [£)] @)
Total..._ 38,673 37,104 29,269

Administration 167 163 128
7,559 7.617 1214
2,065 2,158 328
5.494 5,458 886
13,855 13.300 7,429
525 378 621
13,330 12,883 6,808
Enforcement. ... .. .. __| 2,487 1,680 1,385 2,762
Nationat Office. 99 136 82 153
Fief 2,388 1.504 1.303 2,609
Interpretative 360 888 718 470
. Legisiation and Regulations. 445 205 210 440
Refund Litigation Division. __..__| 3,467 1.042 1,442 3,067
i 4.058 3,33 2
National Office. 1,981 1,397 544
Field 2117 1.933 178
Tax Court Litigation .. .._....__| *12,691 8,219 3.873 13.037
National Offics. ... __...._| 508 270 366 412
Trial Brln:h Nihonll Othee_| 207 16 253
Field. o v11.97%6 8,887 8.491 12,372

1 Statutory Notices not included.

" Revised.

. As of June 30
Class of establishment
1971 1972
Dlxhlled snlms plants:
s (MOt RUMBEN) . oo e 342 1319
le lm
i 152 148
wnunousmz. - 216 275
Bottling in band. k3 54
51 52
axpaid bottling s 143
emlylng 132
Denatured and ta
42 40
3.008 2,594
hmlted users of specially denatured alcohe! and
denatured rum. 38 ns
Repmcessuu rlbnl(lms ®
aleohol arti .. 969
Users of hl-'ue “alcohol 5.662 5318
Limited users of tax-tree aicohol.. 1.59 -
Beer: Breweries. 148 At
Wines;
Bonded wine callars. s Y454
Taxpaid wine bottling houses, 57 56
Vinegar: Vinegar factories using vapotizing proce 3 2
Beverage dealers:
importers. 2,214 2,302
Wholmle dezlers in liquors, 3,78 4.0%
2saln dealers in beer. 5.8711 3. 630
Retalluulm in liquors, 281,340 213.7
Rellll dealers in beer 126,506 14, 72l
M:nuhc!umx of non-bwnuxo products (drawback). 765 723
Fruil-flavar 64 62
Bottle 125 13

1 includes experimental dxsulleﬂ spirits plants.
*includes experimental brawess.
3 Includes axperimental bonded wina cellars.

Table 23.~Establishments qualified to engage in the
production or exportation of tobacco products and
cigarette papers and tubes

As of J 30--
Class of establishment + o7 June
W | wn
195 187
H 7
181 23

Table 24.—Permits relating to distilled spirits under chapter 51, Internal Code 1954
Section
Section 5271, 1.R. Code
1R, Code
N
. Users of—
Status Total Distilled Oealers in
spirits specially
plants denatured Specially denatured Tax-free alcoho!
alcohot aicohol Specisily
denatured
um
REG LTD REG (814
m [t4] @ w ® @) (6) m
10,885 194 2 2,954 386 13 5,662 1,599
1.005 18 9 240 49 3 118 368
total 1.050 16 n 542 3 ] 384 65
Revoked . _ 1 1
Otherwise tr 1.049 18 1 541 31 1 384 65
in effect June 30, 1972, 10,850 196 40 2,692 604 20 5,3% 1,902
Amended. BO4 29 257 1 1 426 69

Table 25.—Permits for operations relating to alcoholic beverages under the Federat Alcoholic Administration Act

Distilled spirits plants?
Grand Wine Wine
Status total producers blenders Ymporters { Wholesalers
Total? Distilters | Warehousingf Rectifiers | and blenders]
and baltling
() @ 3) @) (5) ®) m @ @)
l eftect July 1, 1971 12,545 336 160 127 155 370 3 2. 214 9,589
W e;c o 1m 19 9 1 9 51 S 342 1.165
1,498 3 2 7 ) 38 7 254 1,185
Revoked 3 3
Ot';emiu terminated. 1,495 n 21 177 4 38 7 254 1,162
tn effect June 30,1972 12.760 32 148 H 150 38 M 2,302 9.720
Amended 1.504 231 100 4 s 850

1 Excludes permits for customs

uch
2 Catumn (2) does not represent the sum of (3), (I) lnd (5) since uns permn may cover more than one activity.

ra not reguired o guality as ditlid spiits plants.

Table 27.~Labe! activity under Federal Alcohol Admin-

istration Act.

Table 26.—Permits to tob under ch
52, Internal Revenue Code 1954
Mancfac- Export
Total turersof | warehouse
Status . tobacco proprietors
products
(4} @ o)
In eﬂecl July 1, 1971 a4 193 191
[ 2% 37
&0 35 25
L} [ORU—
Olhelwlsu terminats 59 K 25
In eftect June 30, 1972 390 187 203
Amended.. 48 2

Applications acted upon

Type of label Certificates Issued Dis-
Total approved
Approvals | Exemp-
tions
59,445 58,312 150 983
19.616 19,233 9 mn
16,182 15,939 9 u4
34 3.294 130
38,089 7.3 14 577
14,452 14,082 (L} 23
Imported.......coeeaa .| 21,637 23289 |..ecnnees 348
Malt beverages, total . _________| 1,740 1.708 2
Damestic... ool 1.254 1,242 12
bmported.............._ 435 466 0
Lotters, total 139
Telegrams, total 39|
Form 1649A corvections, total _. __| 758
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Table 28.—Internal revenue tax collected on Puerto
Rican manufactured products transported to the United
States, by object of taxation

{In thousands of dallars]

(Y Objects of taxation 1971 1972

L PN 90.707 104,762
+80.285 92,993
63 17

Distilled spirits,
Distitied spirits

3
10

Cigars, small.
Cigatettes, large
Cigarettes, small.

Note.—Amounts of inlerna) revenue taxes collected on Fuerlo Rican tabacto
and liguor manulactusers transparted to the United States, or consumed in the
island (less refunds, drawbacks, and expenses), are covered into the Treasuty of
Puerto Rico under the provisions af secs. 7652(2)(3) and 5314(a) ot the Internal
Revenuo Code of 1954. The gross amounts are included in overall cotiections
tesults (tables | though 4), beginning with 1955,

® Less than $500.
* Revised.

Table 29.-~Costs incurred by the internal Revenue Service

[1n thousands of dollars]

Internal revenue office, district, or region Personnel Travel Equipment
compensation
[t 3) )
A. National Office and regronal totals (including district direclors’ offices and service
centers)
Tota! Internal Revenue Service!__ ... .____. 948,627 38,287 27.180
Nallnnal Oﬂ 73.899 2,152 16,047
- 157,983 3,946 2.914
Mld-Mlanll . 18,571 3.3 759
Southeast. ... P 101,668 4,793 2.457
L L T, 106,503 3.85% 895
Midwest . 13,846 4,351 892
Southwest 91,503 3.909 776
ern.. ... 134,975 6.017 2.269
Regional Counsel. 14,660 24] 8
Rezlnnnl Inspection_ . 12.759 1.20: 7
Ofiice of OPEIations . - oo 5.666 S 465 |
National Computer Centes 3.382 5| 3
IRS Data Center.. 13.210 8! 3
B. Reglonal commissioner's offives (excluding district directors’ ofiices and service
center:
orth-Atl: 16.288 29, 173
Mid-Atlantic_, 14,962 53 120
Southeast P 8.506 91 364
Centrab . e e 15,549 48! 125
Midwest. . 13.933 629 151
10.576 616 121
Western, 20.286 892 235
Rugmnal costs undistributed
Nov 558 1.005 i
Mid- Allanll 90?7 824
807 1.139
941 1.10! 37
Midwest. . 966 99: 26
os . N 297 8)! “
Western, 79 1.41
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Table 29.—Costs incurred by the internal R Servi Conti

in thousands of dollars]

internal fevenue office, district, or region Total Personneb Travel Equipment Other?
compensation
0] @ @ “ )
D. District aure:(ors offices and service centers:
North Atla
Alhany. 159
Augusia. 88
Boston, 603
Brooklyn 670
Buttalo 318
Burlingt 47
Hartford 2
1,305
Portsmouth 61
Providence. 132
uerto Rict 3
North-Atiantic Regional 74
North-Attantic Region- Lenlmhzed Tiain 3
Andaver Sarvice Center R 2,926
Bronkhaven Service Ccnlu 11254
Mid-Allantic '
galllmnw 349
owart.. 532
Philadelpl 540
Pittsburgh. 222
Richmond_ 258
S 104
Mid-Atiant af Training Center 15
Mid-Atlantic Region—Centralized Trar 1
Philadelphia Service Center. 2.%07
Somheast
Atlanta. . - 369
............ 220
Columbia. . _ 166
330
Jackson, 149
888
Nashville. 305
Southeast Regiona: Training Center_ 3
Southeast kegion—Centraiized Training . 4
Atianta Service Center 2.042
M:mphn Service Center. 3,040
Centra
Clmcmmh 292
Cleveland 435
Detroit 708
. 3
. aulsvn‘ln _________ 296
Parkersbury 130
Cenlml Regmnal Trammg Conter____ 12
Gentrai R Trainin 4
s Cmclnnaln ‘Service Center... 2,734
est:
Aberdnen 65
Chicago, 725
Des Moines. 192
74
5.
4
7:
i
Midwest Regmnal Training Center 2
idwest Region—Centralized Training.
ansas City Service Center 3,456
Southwest:

y 116
Austin 682
Cheyenne. .. _.o.oomeia 4
Daltas. . 3
Denvet 84
Little Rock _ 4]
New Orlcan: 9,
Oklahama Cit! 5
Wichila. .. 2
Southwest Region—Centralized Training. 1
Austin Service Center__....____.._ 1,789

Western:
1, 116 108 20 96
2.2 924 123 38 125
2, 797 120 30 265
2, .050 83 86
33, 30,630 984 241 1,299
4, .082 167 93 3
5, 320 223 33 7.
3, .163 193 47 9]
2. 854 91 60
2, 20.427 124 192 1,02
8. 743 309 102 5
Western Regional Training Center. - 324 4 8;
Western Region—Centralized Training.
Ogden Service Center.. 35,312 2.18
Fresno Service Center . 1.351 4,46

1 Ingludes $5.9 million financed from reimbursements.,
2 Amcunts shown do rot inciude transfer to GSA for rent of space amounting to $2,202,000.
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Table 30.—Obligations incurred by Internal Revenue Service, by appropriation and activity

Total Personnel compensation Other
and penefits
Appsopriation by activity
1871 1872 1971 1972 1/ 1972
T
Tola) obiij ions, and R 981.065 § 1,127,391 848,362 948 628 132,703 178.763
against iation tunds. . 976,725 | 1,121,511 844,512 943.773 131213 177,738

Salaries and expenses:

Total 27.96) 31.901 24,531 27,419 3,428 4482
Executive direction. 11,903 13,462 10.653 11,660 1,255 1.802
Internal audit and security_-..._....00_ 111 1IIITIIIIIIIIIITIIIIUNNT 16.053 18,439 13,880 15,759 2,11 2,680

ts, collection and {; or service:

Amu"l;l:‘l’ ection and taxpay i - 409.048 471.623 339,955 377.38 69,093 94,237
Data processing operations. ... 227 655 277 408 180,023 207,735 47,632 69.671
Cullucllun lnﬂ uxpzyer service. 171,522 184,849 151.423 161.377 ,099 23,472
Statistical reporting. SR, 8. 8.817 7.443 7.725 1.358 1,092
District manual i 1,070 551 1.066 *54! 4

Compliance:

Total - 538,716 617,987 430,024 538,938 58,692 79,019
Audit of tax returns .. 357,137 a1.229 322.513 361,947 u.64 49,282
Tax fraud and w'n!l |nV2$llll\l0nl 54,365 64,153 46.591 53,014 7.774 11,139
Alccho| luhmn and firearm: , 70.273 48,642 665 10.798 13.608
Taxpa and -nnule 29,166 30,914 27,259 28,715 1.907 2.199
h:hmcal rulings and ;em:es... 14,721 16.171 13,536 5.066 1,185 1,105
Legal services. . ool r 23,887 25,247 21,483 23.561 2.404 1,686

totat 5,340 5.880 3.850 4,855 1,450 1.025
Nole.—~Amounts shown do not include transter to GSA for rent of space amounting to $948,000 in 1971; §2,202,000 in 1972.
Table 31.—Quantity and cost statistics for printing
Fiscai year 1971 Fiscal year 1972
Quantity (thousands) Quaniity (thousands)
Class of work
(thousand {thousand
Items or Packages dollars) ftems or Packages dotlars)
sots sets
) @ @) ) &) ®
1. Tax Packages (1970):
Package ] (Form mo Instructions, Schedules A & 8-~24 pages) 257,000 51.400 7|68
Puhlu 2 (Form 1040 Schedules A & B, O, E & R, and Instructions—40
2805) 157 500 17,500 492 N
Pukala 3 (Form INB Schedules ALB,C O EL&RF, Form 4136 and
Instructions—56 158.500 10,570 546
Package 1065 (me l pages) 7,325 1,465 42
Package 1120 (Form 1120, Schedule D, Forms 1120-W, 3468, 4626 and |
I slmclnna for Form 1120 and Scheduls D—32 pages). 220,000 2,000 8
Il Tax Packages (1371):
Package 1 (Form 1040 Instructions, Schedules A & B—28 pages)______.... 243,700 49.940 966
Plckuc 2 (Form 1040 Schedutes A & B, D, E & R, and Inslruclnns—ln
88} ¢ oo 114,526 12,725 413
Pnckan 3 (Form 1040, Schedules A & B, C, D, £ & R, F, SE, Form 4136
and Instructions—56 pages. - 157 335 9,255 513
Package 1065 (Form 1065, Schedule D and €5y . 136,000 1.700 F
Packege 1120 (Form 1120, Scheduie D, Forms llZD W, 3&68 l626 and In-
structions for Form IIZD and Schedule 032 pages).. ..~ — .o feecenmeoeacdiceeiic o] 220,000 2.000 92
n, Emnloymenﬂn Pachage
b, 393 (Forms 70]8 9‘[[2 W- Z S41A, W-4, W-4E, Schedule A for W-4,
l'u 213, and X schedule), 96,140 5.060 220 91,010 4,79 194
Tax returns and instructions for major mailing to taxpa ev—'lnlll__._ 896.465 87,995 2.166 963 570 80.410 .268
IV, Other Tax Returns, Instructions, Publ«: Use mes and Pamphlet: 1,411,509 9.675 . 10,208
V. Administrative Forms and Pamphlets’ 541,000 3.263 .900
V1. Field Printing 354,229 1.300 1,716
VIl Excise Tax Sta . 2,556.612 . 1,195 1.381
VilL. All Printing to suppon Phase 11 of the Ecanamic Stabiiization Progiam 49
GRAND TOTAL [ ORRN SR 17,599 19,952

Tincludes printing for Phase | of the Economic Stabilization Program.
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National Officers

A

Acts:
Explosives Control Act, 30
Federal Alcohol Administration, 21, 22
Gun Cantrol Act—1968, 29
Organized Crime Control Act
Revenue Act of 1971, 74,75 °
Tax Reform Act, 1969
ADP processing, 74, 75,76, 77
Advisory. committees, 13
Alcohol and tobacco tax:
Advertising, 22
Chemical analysis and research, 23
Enforcement activity, 22
Establishments:
Inspection of, 23
Industry circulars, 22
Labei circulars, 22
Operation Dry-Up, 22
Prosecution, 22
Publications, 22
Regulations, 22, 23
Seizures and arrests, 22
Supervision on-premises, 21
Statistics on, 21
Appeals:
Appellate division, 14, 15
Chart on, 15
Processing of, 15
Statistics on, 15
Appendix, 83
Assesstnents, additional, 20, 21
Assistance:
Foreign tax, 44-47
On-Site, 46
Overseas, 44-46 .
Taxpayers, 2-7
Audit exempt organizations, 13

Bulletin, Internal Revenue, 6

c

Charts
Organization, 82

Cooperation, Federal-tax, 44, 45
Conventions, tax (Sce tax conventions)
Coordination and coopeartion with bureaus
and agencies, 44
Corporation income taxes, 74
Additional assessments Propased, 10
Coliections, 74
Refunds, 75
Returns
Examined, 10
Filed, 76
Statistics on Court(s), 51
Circuit courls ot appeals, 51
Of Claims, 51
Supreme, of the United States, 51
The Tax Court of the United States, 50,
51
U.S. District, 51
Crimina) prosecution:
Anaiysis of cases, 19
Cases, disposals of, 19
Resuits of, 19
Current research program, 5658

D

Data Processing activities, 74-77
Delinquent accounts:
Disposals, 16
Other, 16
Statistics on, 16
réturns and
investigations
Additional tax trom, 16, 17
Analysis of, 16, 17
Statistics on, 16
Determination letters:
Employee benefit pians, 7
Exempt organizations, 13
Pension trust plans, 7
Seif-employed persons benefit plans,
16,17
Statistics on, 17
Disability insurance taxes:
Callection, 74
Refunds, 75
Discipltinary actions, 68-72
Discriminant tunction, 11

Chief Counsel, Office of E
Analysis of cases flowing through, 50-53 ivities, 33
Cases i ing eriminal p ion, 19 E benefit plans, determination
Disposals of cases by, 19 letters on, 7, 13, 16, 17
Civil litigation, 51, 52 » Employment taxes:

Coliection litigation legal services (See
General Litigation Services)
Collections:
Alcohol taxes, 74
Comoration income taxes, 74
Disability and old-age insurance, 74
Employment taxes, 74
Estate and gift taxes, 74
Excise taxes, 74
Individual-income taxes, 74
Old-age and disability insurance, 74
Railroad retirement, 74
Tobacco taxes, 74
Unemployment insurance, 74
Withholding taxes, 74
Commissioner:
Contest of suits, 94
Commissioners of Internal Revenue, 88
Coempetent avthority activity, 42, 43
Conference:
Appellate, 14, 15, 16
Procedures, 14, 15

Collections, 74
Refunds of, 75
Returns:

Examined, 10-12

Filed, 76

Entorcement activities
Additional tax from, 1012
Alcohol and tobacco tax and firearms,
22,23,29,30
Appeals, 14
Delinqeunt accounts, 15
Dejinquent returns, 17
Examination program, 10-12
Mathematical verification, 78
Tax traud investigations, 17, 18
Workflow in Service and the coruts. 21
Estate tax:

Collections, 74
Refunds of, 75
Returns:

Examined, 10-12

Filed, 76
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" ' Estimated tax, declarations of J S !
[ f:;:,‘:x;?n§g5 Joint on Interna) taxa- Self- persons benefit plans, de- ’ |
i Examination pragram: : tian, 12 termination tetters on, 16,17
Classification and selection of returns, :::{I::"‘;"‘;:::;::s"c;’; 47 i
. -
v 1 Returlnls examined, number of, 10 t . Statistics, highlights, 59 I hd
Tax recommended, additional, 10 Laboratorias gwmls?o:' dncome, c':m;':’::k ggb“”
U ] Excise taxes: Testing, 22 : industries, 22 t
i Additional assessments, 10 Legal.activities, 49 Supreme Court D’zcisiuns- !
. ! Coltections, 74 Legislative activities, 49 Civil cases, 94 ”
| Refunds of, 75 Legisiation: e
' : Returns filed, 76 Firearms 29-31 Other court actions, 94
"'l Exempt organizations:
[N Datermination Jetters on, 7 " T !
vy a; ile, 13
o Master file, . Tax conventions, 41-43
\ Magnatic Tape, 79
[ A Tax forms, 92
! Management activities, 63 ’ Taxes, Additional
'; ! F Map °":i:::'";3' revenue regions and dis- From delinquent returns secured, 16, 17
' )
i Federal firearms regulations, 29, 30 Mathematical verification: Fro o rcemont 16, :77 i
iR} Federal-State cooperation Additional tax from, 78 From mathematical V!:.riﬂ:a!ion 16,17
W Agreements, 57 Statisties on, 78 Taxpayer assistance program, 2—7
r' Audit cove_raue, 10—_13 Tax rulings
’ "r‘rainin 72 e 7 o Request for, 6 \
. Fite “ Obligations incurred, Internal Revenue Statistics on, 6
. 4 3 3 igations incurred K
Exempt organization master fite, 13 Service, 64 ' T“:::’:sts";”)
\ Federal tax deposit system, 16 Officers, principal, ntemal Ravenue Coltections, 74 !
' Financial management Service, 84 Refunds f' 7%
! Statistics on, 64 ion D efunds of, 76 )
t Fi Operation Dry.up, 22 Results of Criminal action, 22 .
! irearms program P : v
4 | " Qperating Financia! Plan, 64 Returns filed |
‘ Crime control, 29-31 Organized Crime Drive, 25-29 f i
Foreign investors, 43, 44 " SEIZIUN'&S, 22 .
} ! Foreign tax assistance program, 46, 47 Sta_hshcs on, 22
Foreign tax officials assistance to, 44-~-47 Training:
Fol Forms and form tetters, 90-94 P Foreign, 46, 47
. Fraud investigations, 19 Pension trust plans, 16, 17 Other, 67
. Personnel: H
b G Equal empioyment program, 67 U
N . Handicapped, use of, 64-66 .
i General Litigation Legal Services, 53 Investil:!?ﬂﬂ;. 69-70 Unemployment insurance taxes:
Gift laxusA: Recruitment, 64 Collections, 74 B
) Collections, 74 Statistics on, 64 Refunds-of, 76
Refunds of, 75 Planning activities, 55 Returns filed, 75
1, Returns filed, 76 Programs:
. Foreign tax assistance, 46, 47 v
| Identify U.S, taxpayers, 41, 42
" Overseas taxpayer compliance, 4143 Verification, mathematical, results of, 78 ’ IR S S
1 Income tax(es) D - Strike forces, 25-27 Corporation Statistios' Staff
. Additional, from enforcemerit, 20 - - Taxpayer assistance, 2-7 - | ) ;"
) All returns, 76 ., ., L0, ° Prosecution, 19, 28 w I Statistics Divislon IBS,;
L Corporation, 76 Protested cases, statistics on, 15 Wines, taxes collected, 74
; Processing of protested cases, 14, 15 Public information program, 1 Withholding taxes by employer, 74
Indictments, 18-20 Publications, taxpayers, 90 Workflow in service and the Courts, 21
Individua! income taxes:
Appellate Division, processing of, 14, 15
Collections, 74 R
Y Mathematical verification of, 78 Railroad retirement taxes, 74
' Refunds of, 75 Recruitment, 64
! Returns: - 1n Retunds:
C}assnhcallon and examination of, Excessive prepayments, 75 -
ln'F"“’"nzsann assisting taxpayers, 2-7 i T B
lormi St d +
IR inspection activities: ! Undeliverabte, 75 . |
N Internal audit, 68-70 Regulations:
! tnternai Security, 69 Alcohol and tobacco taxes, 22, 23
Investigation, 69, 70 Other, 22, 23 )
Statistics on, 70=72 Selected regulations published, 6
= intelligence Division Requests:
' Statistics on, 19, 20 Technical Advice, 6
Tax fraud investigation, 19 Revenue Rulings, analysis of, 6
Inter-aAmerican Center of Tax Administra- Returns filed:
tors, 47 Classification and selection of, 11
v International tax training, 46,47 Examination of, 10~12
" Interpretative activities, 53, 54 Number examined, 10-12
! Projection, 61
Statistics on, 61 H
il Verification, 78 ‘ |
'
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